I 



ill' 



ifi 



itriHsii'iiisiii'Ui 



UlliiliU liiiiiilllltiHii! 



Ill i iiiii 




(Statmll Intceraitg 2Iibrarg 



3fifata, Ntm fork 



BOUGHT WITH THE INCOME OF THE 

SAGE ENDOWMENT FUND 

THE GIFT OF 

HENRY W. SAGE 

1891 



The date shows when this volume was taken. 

To renew this book copy the call No. and give to 
the librarian. 



HOME USE RULES 

AU books subject to recall 

All borrowers must regis- 



ter in the library to borrow 

books for home use. 
All books must be le- 

turned at end of college 

year for inspection and 

repairs. 

Limited books must be 

returned within the four 

. week limit and not renewed. 
Students must return all 

books before leaving town. 

Officers should arrange for 

the return of books wanted 

during their absence from 
town. 

Volumes of periodicals 

and of pamphlets are held 

in the library as much as 
possible. For special pur- 

„ poses t'hey are given out for 

a limited time. 

•. Borrowers should not use 

their library privileges for 

the benefit of other persons. 

Books of special value 

and gift books, when the 

■ giver wishes it, are not 

allowed to circulate. 

Readers are asked to re- 
port all cases of books 

marked or mutilated. 

Do not deface books by marks and writing. 



ConStUnWersltyUWarv 

arV12645 
The.ciJ 





The original of tliis bool< is in 
tine Cornell University Library. 

There are no known copyright restrictions in 
the United States on the use of the text. 



http://www.archive.org/details/cu31924031249646 



THE CITY 

ITS riNANCE JULY 1914 TO JULY 1915 
AND FUTURE. 



THE O I T Y 

ITS FINANCE JULY 1914 TO JULY 1915 
AND FUTURE. 



B? 

H. C. SONNE 



LONDON 
EFFINGHAM WILSON 

54 THREADNEEDLE STREET, E.G. 
1915 



A A (J KM 1 



PREFACE. 

The experience of the past year has shown 
that the study of theory is one which every 
rising business man imbued with a sense of 
his duty ought to take up. 

" Who could have foreseen that this would 
happen 1 " is the remark often made by those 
who have had only a practical experience, 
which, I may add, is quite sufficient in the 
ordinary course of events. But to those who 
have taken the trouble to trace the origin of 
results, many of these intricate puzzles with 
which we certainly have been confronted have 
become more natural and often much easier 
to grapple with. 

In the near future we undoubtedly shall 
have to face even more difficult problems, and 
in order to solve these satisfactorily I think it 
important to be able to get a bird's-eye view 
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of the recent occurrences in the City and of 
the questions which arise out of them. 

Moreover, I consider it is well that brief 
accounts and views of the crisis should appear 
while matters relating to it are fresh in the 
public mind. Whether quite correct or not, 
they will all contribute to pave the way for 
a full detailed work on the great crisis, which 
should be left to the writers of history. 

Such a work can only be forthcoming after 
— ^perhaps some considerable time after — peace 
has been declared, when all available informa- 
tion will have been obtained and sifted, and 
when all measures taken by the Government 
and in the City can be weighed on their own 
merits, at the same time with due deference 
to those determined abroad. Criticism, there- 
fore, I consider, should be postponed until 
such a period, and then certainly it will be 
appropriate and to the well-being of the nation, 
by giving experience which surely must be 
valuable in days to come. 

Meanwhile all censure is futile, seeing that 
what is done is done, and cannot be altered. 
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Consequently, my object in this book is to 
draw the reader to consider the present posi- 
tion as it now stands, and so endeavour to 
help in deciding the best possible course to 
adopt under existing circumstances. 

I am much indebted to Mr. E. Sykes, of the 
Institute of Bankers, to Mr. W. F. Spalding, 
and to Miss Margaret Smith, for valuable 
assistance. 

H. C. SONNE. 

12 ToEBiNHOUBE Yabd, E.G., 
Aitgmt, 1915. 
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CHAPTER I. 

THE SHADOW OP THE WAS. 

It came after all, that Great War, which has 
been discussed so often during the twentieth 
century. 

There were many strong believers in the 
possibility of this struggle for supremacy, and 
who urged the necessity of preparing for it. 
Others — among them Norman Angel — proved 
that the economic results of such a conflict 
would be disastrous for all parties concerned, 
and so far they were undoubtedly right. But 
their main argument, that consequently war 
between civilized nations could not happen 
again, failed, and why? Because in social 
questions, financial and economic discussions 
do not result in a correct conclusion without 
due consideration of the contrarieties of human 
nature. Man may be quite satisfied with his 
status in life, until he discovers that that of his 
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neighbour is superior. Then dissatisfaction 
arises, until either he has attained the position 
of his fellow-man, or has reduced him to his 
own level. And even should he lose something 
in the attempt, he neither realizes it, nor re- 
grets it so much, because others are similarly 
situated. In short, economic conditions are 
relative. 

Jealousy is one of the principal traits in 
man's character, and this is the very factor 
which the "no-war" believers failed to take 
into account. 

To these various opinions on war, the man 
in the street listened at times with interest, 
seeing clearly the possibility of such a calamity, 
yet always — with characteristic human weak- 
ness — deferring all serious preparation for it, 
till a more seasonable hour. Sometimes, when 
facing a political crisis, such as that in the 
early stages of the Balkan war, he might have 
felt scruples of conscience, but the crisis well 
over, he was more than ever convinced that 
after all the believers in "no war " might be 
right. 

Whilst, therefore, the world as a whole 
was not fully prepared for war, it cannot be 
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said that it was thrust upon it quite unex- 
pectedly ; and in the light of after events, it at 
least seems clear that this war, during the 
greater part of July 1914, east, so to speak, 
its shadow before. 

It was the double murder of the heir to the 
Austrian throne and his morganatic wife at 
Sarajevo, on Sunday, the 28th June, that 
formed the preface to the great events with 
which we are now confronted ; and yet the 
j&rst impression which this act made upon the 
big Stock Exchanges was anything but alarm- 
ing. 

The Bourse of Vienna re-opened on Tuesday, 
the 30th June — Monday being a holiday — with 
firm prices, and soon it became the general 
opinion in Europe that this crime would not 
result in dangerous complications. 

But very shortly, the Vienna Bourse, which 
naturally was able to judge closely the political 
situation, showed signs of weakness and un- 
certainty, which led one to suspect that after 
all the sky was not yet quite clear. Just as 
in the first stages of disease, the fight between 
strength and weakness often — a long time 
before the climax is reached — takes the form 
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of fever one day, and seeming health another, 
so the Vienna Stock Exchange during the 
following weeks was in a state of restless un- 
easiness. One day, a nervous premonition of 
sharp proceedings against Serbia would bring 
the quotations down to panic prices, the next 
day favourable rumours or calm consideration 
of the position would cause a renewed rise. 
The following table shows the movements of 
some of the more important stocks : — 





20th Jnne. 


4th July. 


14th July. 


2l8tJuIy. 


4 per cent Common Bents 


80-85 


80-80 


8005 


79-80 


4 per cent Austrian Crown 










Bente .... 


81-40 


81-45 


80-50 


80-45 


Hungarian Crown Bente . 


79-70 


79-65 


78-05 


78- 


Alpine Mining Company . 


791- 


786-25 


716-50 


706-50 


Prague Iron Industry 


2468- 


2450- 


2275- 


2170- 


Skodaworks Pilsen . 


713-60 


665-50 


583- 


579- 



On Tuesday, the 21st July, it was stated in 
Vienna that the Secretary for Foreign Afiairs 
was on his way to Ischl, in order to obtain the 
consent of the Emperor to the Note, which it 
was decided to send to Serbia. 

Rumours spread that this Note would be 
very sharp indeed. Consequently, the quota- 
tions fell further : thus 4 per cent Austrian 
Crown Rente about 1 per cent to below 80, 
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and Alpine Mining Company and Skodaworks 
Pilsen 13J and 14| kronen respectively. 
Though a happy solution of the Mexican ques- 
tion at the beginning of the month was an 
encouragement, yet the unsettled state of affairs 
in Vienna had naturally from the first made a 
great impression upon the other European 
Stock Exchanges, especially upon that of 
Berlin, whose quotations went down all round, 
those securities which were dependent upon 
Vienna, and, later on, Russian stocks also 
suffering severely. 

On Monday, 20th July, the conditions in 
Berlin were not far short of a panic, partly 
because rumours of a sharp note to Serbia 
had already reached the market, and partly 
because it was stated that one of the principal 
banks had advised its customers to close 
their engagements. In spite of the circum- 
stance that the big French Government 3^ 
per cent loan, issued on 8th July, was forty 
times over-subscribed, the Paris Bourse soon 
grew depressed, and, influenced by the weak- 
ness of the Vienna and Berlin Market, Bank 
Shares fell rapidly. 

On the 21st July the fact that a great 
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financier — Baron Rosenberg — who was known 
to have the highest authentic information from 
Austria, realized large quantities of Bussian 
and oriental stocks, caused great perturbation. 

The 3 per cent Rentes dropped to below 
81 fr., and the new 3^ per cents — only four- 
teen days old — went down to 90 25, that is, 
1 per cent below the price of issue — both 
unique quotations in the French history of 
finance. It is true that the big European 
Bourses were more settled on the 22nd July, 
but on the 23rd, the excitement became much 
more intense, so that there were practically no 
buyers in the market. The following day all 
imcertainty was at an end. 

The purport of Austria-Hungary's Note to 
Serbia of the 23rd July was known to the 
whole world. 

It was not alone an Ultimatum sharp in its 
tone, but a very short time was given to 
Serbia to consider the question, reply being 
required before 6 p.m. on Saturday, 25th July. 
Therefore, it naturally aroused great anxiety 
in all peace-loving circles. 

The quotations even of the most steady 
international stocks now fell to such an ex- 
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tent, that several Bourse Committees were in 
doubt whether it was right to continue the 
quotations without special regulations. 

Large sums had once more to be called in 
by the banks, as further margin for loan 
against securities, and the Money Markets 
hardened. England and France withdrew 
their capital from Germany as quickly as 
possible, whilst the latter country, on her 
side, tried to realize her Russian credit 
balances. 

Consequently, the Russian Exchange in 
Berlin dropped to the unprecedented price of 
202 marks (Par 216), whilst francs and 
sterling were quoted in Berlin far above the 
gold-points. On 26th July it was decided in 
Vienna to close the Stock Exchange for the 
following days, and at the same time to raise 
the discount rate from 4 to 5 per cent. The 
Bourses of Amsterdam and Brussels were like- 
wise closed. In the course of the next few 
days, business in Paris was only carried on in 
the " Parquet," whilst the Coulisse was closed. 
The Stock Exchange of Hamburg did not open 
on the 30th July, and in Berlin, business was 
only done on a cash basis. It was indeed 
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still hoped that the conflict in some way or 
other might be avoided, or at least localized, 
but each day the outlook grew more and more 
hopeless, and there was reason to expect that 
the great forces which moved for peace would 
be too late after all to ensure it. 

The rush of sales of securities thus continued, 
and enormous quantities were offered in Lon- 
don and Wall Street for continental account. 

Thursday, 30th July, so many sale-orders 
were received in New York, that the Com- 
mittee — fearing that it would be impossible 
to absorb such a quantity — deemed it neces- 
sary to close the Stock Exchange until further 
notice. 

Austria-Hungary had already declared war 
against Serbia on 28th July. 

Now it was rumoured that diplomatic re- 
lations between Germany and Russia had been 
broken off. 

A European war seemed to be inevitable. 



CHAPTEE II. 

CBITICAL DAYS IN LONDON. 

Here in London the market had already been 

very much depressed before 24th July, the 

internal political disturbance — the Home 

Eule question — ^being the chief reason, and 

occupying the attention of the public mind to 

such an extent that but little heed was paid 

to the continental anxiety. There were very 

few English bulls in the market, which so 

far was a happy result of the Ulster problem. 

However, very soon these internal troubles, 

which in the light of subsequent events seemed 

but "a game," paled into insignificance before 

the big foreign perplexities. It was now very 

difficult to deal on the Stock Exchange, as the 

jobber refused to give any quotations, unless 

the broker previously stated whether he was 

a buyer or seller, and for what amounts. 

During the next few days Consols fell from 
(9) 
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75 per cent to 70 per cent, while Canadian 
Pacific Railway fell more than 20 points to 
about 165. Enormous sums were apparently 
in this manner lost, and big differences from 
foreign bulls — specially German and American 
— became due. 

At the same time the English finance-houses 
adopted an extremely cautious policy, and re- 
fused practically all renewal of loans in the 
shape of finance drafts. 

The result of this was a strong demand for 
" Sterling " abroad, to cover overdue debts, and 
here it became evident what enormous influ- 
ence England really has as creditor of nearly 
the whole world. 

Everywhere, except in France, the value of 
" Sterling " rose quite abnormally. 

In Berlin, the exchange went up from 2052^ 
on 25th July to about 2062 on 30th July, and 
even then this exchange was in reality only 
formal ; it is stated that " Sterling " was paid 
in M. 20-75 (the gold-point of " Sterling " is 
normally about 2050). 

Theoretically, England should have received 
gold from all countries except France, though 
it must be taken into consideration that the 
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gold-point was very much displaced by the 
unparalleled insurance premiums which" pre- 
vailed. 

The continental banks knew, however, how 
to protect their gold stock, and London had 
once more to suffer — though not as much as 
anticipated — in order to retain its position as. 
the free Gold Market of the world. 

Big gold shipments were made to France,, 
and even — against the exchanges and with con- 
siderable losses — to the Continent, perhaps. 
Germany. 

Available foreign credit balances by Londott 
banks were apparently soon used, and in order 
to obtain "Sterling " they had to resort to the 
last extremity — the shipment of goods or gold 
being impossible — that of selling out on the 
London Stock Exchange. 

Enormous quantities of bonds were sold in 
the market for foreign account at best possible 
rate, and the result was a complete break-up- 

Consequently, and owing to the non-payment 
of big outstanding foreign debts, seven London, 
and two Glasgow firms had to stop payment, 
29th July. 

Four firms, including the well-known house 
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*' Derenburg," were hammered on 30th July, 
and it was feared that many more reputable 
Tnembers would have to suspend payment on 
the following day. 

Under these circumstances, great pressure 
was brought to bear upon the Stock Exchange 
Committee from leading Bankers and Brokers, 
and finally, after great deliberation, it was re- 
luctantly decided on Friday morning, 31st July, 
-shortly before the usual time of opening, to 
•close the Exchange " until further notice ". 

Meanwhile, in order to prepare themselves 
ior all eventualities, the big banks had to call 
in their first line of defence — the short loans 
to Bill Brokers. 

The latter on their part were therefore forced 
to borrow from the Bank of England on their 
bill portfolios, and consequently private dis- 
<count rates rose from 2f per cent, 24th July, 
to 5-5^, 31st July. Heavy demands from 
the home market as well as from abroad 
were thus made upon the Bank, which raised 
the discount by three distinct jumps from 
:3 per cent on 29th July, 4 per cent on the 
30th, 8 per cent on the 31st, to the exceptional 
rate of 10 per cent on 1st August. With the 
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closing |of the Stock Exchange, the very last- 
resource of the foreign countries for obtainingr 
" Sterling " was stopped, and already on Friday;, 
31st July, telegrams from abroad communi- 
cated that bills on London were unobtainable. 
England, by attempting to recall its outstand- 
ing debts so promptly, had tightened the screw 
with such a firm hand, that the machinery of 
the foreign exchanges based upon " Sterling "^ 
collapsed, and no expected remittances from 
abroad were forthcoming. 

Naturally, trading became very difficult,, 
^nd to this must be added the unexampled' 
insurance conditions which nearly stopped alt 
shipping. On 28th July, war-risk for cai^o 
to the East could be covered for about 5 
shillings or J per cent. During one week^ 
the premium rose to about 20 guineas or 21 
per cent, and even then it was very diflScult 
to get policies signed. 

On Friday and Saturday, 31st July and 1st 
August, the crisis reached its culminating point. 
As the following Monday was a Bank Holi- 
day, without doubt, even under normal condi- 
tions, a big amount of cash from the banks for 
payments of weekly and monthly wagea an(^ 
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ior holiday purposes would have been drawn. 
These exceptional circumstances united the 
fortunately proportionally few terror-stricken 
depositors who now, like those in the past 
■century, believed that a stocking was safer for 
money than a first-class bank, with those who 
really needed cash ; and a rather vigorous 
-attack on the banks, which, however, cannot 
be called a run, was made. 

It is stated that a customer of a bank, who 
regularly used to draw £10 weekly in gold for 
private purposes, suddenly required £1000. 
The bank gave him the usual amount of £10 
in gold, and the balance in notes, with the fol- 
lowing rejoinder : — 

"If there is any hoarding to be done, we 
will do it ourselves. " 

It is, however, very doubtful whether the 
policy of some banks in paying out scarcely 
anything but paper money was successful. 
The result was that those who needed 
oash, owing to the difficulty of handling £5 
notes, had to get it at the Bank of England. 
A big crowd gathered outside the gates of 
the Bank, each one waiting his turn to get 
-change. And what has happened before, 
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happened undoubtedly also in this case ; many- 
people who saw the crowd were afraid that 
the gold supply would be exhausted, and joined, 
for the sake of safety, the ranks of those who 
were anxious to obtain the precious metal. 

The policy of the joint stock banks had thus 
— as it seems — a result contrary to that in- 
tended. 

As mentioned before, no expected remit- 
tances from abroad arrived. If for that reason 
one was in difficulty and wanted to sell out 
stock, even such a recognized security as 
^'Consols," such a step could not be taken. 
The Stock Exchange was closed for the first 
time in modern history, and business was not 
even done in the street. Those who wished 
to realize their bill portfolio met with great 
difficulty. 

Foreign bills were unsaleable, and Brokers 
only ventured to take as many absolute first- 
class English bills as they could expect to be 
able to rediscount at the Bank. 

There were moments when it was even 
doubted to what extent it was possible to rely 
upon the Bank of England, which, however, 
did not disappoint anybody, but supported 
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the whole market according to its best tra- 
ditions. 

The Russian mobilization and the consequent 
steps taken by Germany, caused gi'eat uneasi- 
ness, and soon it was rumoured that diplomatic 
relations between these two countries were 
broken off. 

Merchants tried to cover their floating 
cargoes against war-risk ; some did not succeed 
at all, others were able to insure at enormously 
high premiums. 

In spite of all these circumstances, which 
necessarily would bring tremendous losses to 
the country, people kept wonderfully calm. 
On Saturday, 1st August, when the crisis was 
at its height, the writer walked through the 
City, passed the Stock Exchange, and the 
Bank of England, and went down Lombard 
Street. It was difficult for an onlooker to 
realize that any abnormal circumstances pre- 
vailed. There reigned everywhere an admir- 
able and dignified calm, of which the country 
has every reason to be proud. 

The crisis had come, but not the panic 
which so often accompanies it ! 

Weary and greatly depressed, people went 
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home from the City that memorable Saturday, 
to the well-earned rest of the following holi- 
days. 

In order to gain time, the days from the 4th 
to the 6th of August were also declared Bank 
Holidays. In the meantime, the Government 
and leading Financiers were busily engaged in 
trying to repair the financial machinery. 



CHAPTER III. 

FINANCIAL AREANGEMBNTS DURING THE 
BANK HOLIDAYS. 



What had happened during those critical days 
can best be realized by glancing at the follow- 
ing Balance Sheets of the Bank of England for 
the three weeks ending 22nd July, 29th July, 
and 7th August. 

BANK OF ENGLAND, 

Accounts paisuant to the Act 7 and 8 Victoria, cap. 32, for the 
week ended Wednesday, 7uly 22, 1914, 



Notes issued 



ISSUE DEPARTMENT. 
£ 



57,014,410 



£ 

Government debt . 11,015,100 
Other securities . 7,434,900 
Gold coin and bullion 38,564,410 



57,014,410 
BANKING DEPARTMENT. 



57,014,410 



Proprietors' capital . 14,553,000 

Best . . . 3,446,453 

PubUc deposits ^ . 13,735,393 

Other deposits . 42,185,297 
Seven-day and other 

bills . . . 14,796 



73,934,939 



£ 



Government securities 11,005,126 
Other securities . 33,632,762 
Notes . . . 27,697,120 
Gold and silver coin . 1,599,931 



Dated July 23, 1914. 



73,934,939 
J. G. NAIRNB, Chief Cashier. 



1 Inclnding Exchequer, Savings Banks, Commissionera of National Debt, and 
Dividend Aocoimts. 
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BANK OF ENGLAND. 

Accounts puisuant to the Aot 7 and 8 Victoria, cap. 32, for the 
week ended Wednesday, July 29, 1914. 



Notes issued 



ISSUE DEPARTMENT. 
£ 



55,121,405 



55,121,405 



£ 

Goyemment debt . 11,015,100 
Other securities . 7,434,900 
Gold coin and bullion 36,671,406 



55,121,405 



BANKING DEPARTMENT. 
£ 



Proprietors' capital . 
Best . 

Public deposits' 
Other deposits . 
Seven-day and other 
bills . 



14,653,000 
. 3,491,756 
, 12,713,217 

54,418,908 

10,969 
85,187,850 



Goyemment securities 11,005,126 



Other securities 

Notes . 

Gold and silver coin 



47,307,530 

25,415,055 

1,460,139 



Dated July 80, 1914. 



85,187,850 
J. G. NAIBNE, Chief Cashier. 

BANK OF ENGLAND. 

Accounts pursuant to the Act 7 and 8 Victoria, cap. 82, for the 
week ended Friday, August 7, 1914. 

ISSUE DEPARTMENT. 
£ 



Notes issued 



44,491,070 



£ 

Government debt . 11,015,100 
Other securities . 7,434,900 
Gold coin and bullion 26,041,070 



44,491,070 

BANKING DEPARTMENT. 
£ 



44,491,070 



Proprietors' capital . 
Best . . . . 
Public deposits ' 
Other deposits . 
Seven-day and other 
bills 



14,553,000 

3,547,083 

11,499,452 

56,749,610 

10,312 

86,359,457 



Goyemment securities 11,041,162 
Other securities . 65,351,666 
Notes . . . 8,385,660 

Gold and silver coin 1,680,999 



86,359,457 
J. G. NAIBNE, Chief Cashier. 

1 Including Exchequer, Savings Banks, Commissioners of National Debt, and 
IMvidend Accounts. 



Dated August 7, 1914. 
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We see how the Banks, fearing a run, had 
strengthened their position and increased their 
account "Cash in hand and at the Bank of 
England," " Other Deposits " showing an addi- 
tion of about £14r| million, and how the Banks 
had chiefly been able to increase these Balances 
at the Central Institution in the usual way, 
partly by drawing the money direct from the 
Discount Market, that is, omitting to discount 
fresh bills as those of their portfolio became 
due, and specially by calling in their short 
loans to Bill Brokers. 

Here as in other crises the position of the 
Bill Brokers was most diflScult. Though com- 
peting with the Bank of England in ordinary 
times, they were compelled to seek its assist- 
ance, in order to be able to repay their loans 
from the banks. 

Other securities were thus increased by 
about £32 million. It will furthermore be 
noted how the stock of gold was reduced from 
about £40 million to £27^ million, of which 
only about £3 million went abroad, whilst 
about £9^ million were absorbed in the 
country. 

At the same time the note circulation in- 
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creased from £29,706,000 to £36,105,000, so 
that the home circulation altogether callisd for 
no less than about £16 million. The reserve 
of the Bank of England was thus reduced from 
about £29,300,000 to the extremely low figure 
of £9,967,000 representing respectively 52f to 
146 per cent of liabilities. Therefore the 
first question of great importance was how to 
provide sufiicient currency for the country. 

It was generally expected that the "Bank 
Charter Act " of 1844 would be suspended. 
This Act compels the Bank to have full cover 
in gold for all notes issued in excess of a 
fixed amount, at present £18,450,000, and its 
temporary suspension in former crises has 
always had a quieting influence. 

Proceedings of this kind were also now under 
serious consideration, and it is stated that steps 
were already being taken to that effect. How- 
ever, on Tuesday the 4th August, war was 
declared against Germany. By^ Royal Pro- 
clamation, it was forbidden to do any business 
whatever with the enemy, and it was now 
necessary to prepare for a long and difficult 
period of suspense. Consequently, financial 

^ See Appendix I. 
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arrangements had to be made with a view to 
the future. Under these circumstances, it was 
decided to issue one pound and ten shilling ^ 
notes. Such notes were in vogue at the be- 
ginning of the nineteenth century, and since 
then it has frequently been proposed to intro- 
duce them again. 

What for years had been discussed and post- 
poned, was now settled in a few days, and the 
new notes were brought into circulation as 
Government notes similar to " postal orders," 
which also were made legal tender. They 
were payable in gold at the Bank but for 
account of the Government, so that they are 
brought out under different conditions to those 
of the Bank of England. 

It was arranged that these notes should be 
issued to banks if and when required, to a maxi- 
mum limit not exceeding 20 per cent of their 
liabilities on deposit and current accounts. 
Bankers paying the Treasury a tax equal to 
bank-rate, during the time they availed them- 
selves of these facilities. Thus they have been 
able to obtain new currency to the value of over 
£200 million. However, they only drew about 

^ See Appendix II, 
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£13 million which were repaid very soon, appar- 
ently by means of transfers through the Bank 
of England, the mere knowledge that such a 
reserve was available proved to be sufficient. 
On the other hand, the banks have been the 
medium through which this new currency has 
been brought out to the people. On the 9th 
June, 1915, £46 million were outstanding, and 
if we take, as has been calculated, that about 
£100 million worth of gold was in actual cir- 
culation in the country before the war, it should 
still be possible to increase this figure. Now, 
it proved to be to the benefit of the nation that 
this precious metal had not been previously 
drawn from the population, such as is the case 
in most continental countries, where small 
notes as low as for five shillings have been 
known for years. 

It is true that the Government keep a very 
substantial gold reserve against these notes — 
in June, still over 60 per cent — and that the 
profit on them therefore is trifling. This, 
however, is only a secondary consideration, 
the main point is : First, that their existence 
relieved the banks at a time when their as- 
sets, owing to the special circumstances, were 
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bound to such an extent, that otherwise they 
might not have been able to meet a run ; and 
secondly, that by their dissemination in the 
country, these notes have released a certain 
quantity of gold, and thus contributed to 
mobilize the gold stock of the nation for use 
in case of emergency. Furthermore, depots 
in Canada and South Africa were established 
for deposit of gold for account of the Bank of 
England, so that this Institution could dispose 
of such amounts at once, and in order to defer 
the risk of transport. 

In this way it became possible for the 
Treasury to refrain from using the authority 
given to it, namely, that of suspending the 
Bank Act of 1844.^ This should be noted with 
satisfaction. 

As English industry — and in connection 
therewith thousands of workmen — is largely 
dependent upon shipping, the next step was 
to try, without delay, to make possible 
Marine Insurance against war-risks at fairly 
reasonable premiums. That the Insurance 
Market would collapse in case of such a war, 
was not a surprise to the Government, whose 
foresight had prepared them for it. Some 
1 See Appendix II A, 3. 
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time previously, a Committee had already 
worked out a scheme, which with admirable 
dexterity was now brought into operation. 

The insurance scheme worked in short as 
follows : — 

The Government was willing, through a 
newly-opened office, to cover war-risks for 
cargoes to and from friendly and neutral 
countries, provided that the ship were British, 
and insured in accordance with certain rules. 
The premium was settled by the Government 
and varied from 1 to 5 guineas per £100, the 
hull to be insured against war-risk in already 
existing mutual insurance companies ; and the 
Government undertook — on condition that it 
might settle the premium — likewise to vary 
from 1 to 5 guineas and obtain f of same — 
to bear 80 per cent of this risk. 

The new Insurance Office immediately be- 
came popular. It began by quoting the maxi- 
mum premium of 6 guineas, but gradually 
reduced the rate on 

7th August to 4 guineas per cent 
17th August „ 3 „ „ 

1st September „ 2 „ „ 

11th December „ 1^ „ „ 
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and on 31st December to the minimum of one 
guinea. It was by no means its aim to com- 
pete with the other Companies, who now often 
sign Policies at lower rates than the Govern- 
ment, but only to regulate the private quota- 
tions. 

It has been already shown how these rose to 
20 guineas on the 6th August. They went 
down in accordance with the following scale : — 

7th August, 10 guineas per cent. 

9th August, 8 „ „ 

12th August, 4 „ „ 

14th August, 3 „ „ 

This alone seems to give sufficient evidence 
of the soundness of the Government Scheme. 

The third measure, which was taken before 
the re-opening of the banks, was to declare a 
somewhat limited* general Moratorium tem- 
porarily for one month, a step which resulted 
in expressions of regret on many sides both 
here and abroad. It was urged that the 
Moratorium was a two-edged sword, useful 
possibly to one class of the community, but 
equally disastrous to the other — so easy to 

* See Appendix IV A. 



PINANOIAL AEEANGEMENTS 27 

institute, so difficult to abolish— therefore a 
great deal can be said both pro et contra. 

After a crisis like this, it must be the aim 
of all countries as promptly as possible, and 
according to the best of their ability, to get 
the trade into a normal state again ; but the 
trade depends, or ought to depend, upon credit 
and confidence, and the presence of a Mora- 
torium must, therefore, necessarily render 
difficult, if not impossible, the re-establishment 
of normal trade. 

Moreover, one has to consider the future, 
and the impression which a decision for or 
against such a Moratorium causes abroad, 
must be taken into consideration. 

When recourse was taken to a Moratorium, 
it was not because the banks and the Trade 
of this country were in any way managed 
upon unsound principles. The last days of 
July were certainly very difficult, and the or- 
ganization of the banks, so far-reaching in its 
ramifications, passed through a severe trial, 
which it surely would have been able to sur- 
mount without any break in its machinery, if 
it had only been possible to receive the re- 
mittances due from abroad. It was the non- 
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appearance of these which resulted in an 
actual money crisis. 

The sensitive discount market collapsed, as 
the accepting houses would soon be unable to 
pay their — on foreign account — accepted 
bills, because their customers did not send 
■cover. 

There were, it is thought, at the time but 
very few even of the best-known accepting 
houses which, if assistance had not been given 
to them, would have been able to meet their 
obligations. 

It was the fear of such a catastrophe amongst 
the great and old-established financial firms 
and its far-reaching consequences through the 
Discount Houses to the banks, and from them 
to the man in the street, which resulted in the ^ 
Moratorium for Bills of Exchange of the 2nd 
August. According to this, the Acceptor of 
a Bill of Exchange other than a sight bill or 
cheque was entitled to re-accept such a draft 
at maturity, by making it payable one month 
later, with the original amount plus interest 
— -official discount rate — from old date of 

1 See Appendix III A. 
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maturity to new. The acceptor of a bill for 
£1000, due 15th August, had thus a right to 
re-accept same, payable per 15th September 
with the amount of : — 

£1000 
+ 4 4 11 = 31 days' interest at 5 per cent. 



Total £1004 4 11 value 15th September. 

Meanwhile, it was clear to eveiyone that 
this Bill Moratorium alone was insufficient. 
It would be unjust to reproach a person who 
was unable to pay an account for, say, £800, 
due on the l7th August, if the reason were 
that a first-class bill for, say, £1000, which h& 
had expected to be paid on 15th August, had 
been re-accepted per 15th September. 

Therefore on the 7th August a more general 
Moratorium was decided upon. 

After the holidays were thus used for these 
preparations, the banks reopened on Friday, 
7th August. The work went on very satisfac- 
torily everywhere, and people were thankful 
for the able and speedy actions of the Govern- 
ment, the Bank of England, and Financiers, 
During the same week, the Chancellor of the 
Exchequer made a speech in the House of 
Commons, in which he explained the situation. 
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and in the following words showed the public 
that it was of paramount importance that they 
should abstain from hoarding gold : " I think 
it is vital that it should be made clear to any 
individual and to the nation at large, that any 
man who at the present juncture selfishly 
hoards gold is inflicting a great injury on the 
nation. In this tremendous struggle, finance 
is going to play a great part. It will be one 
of the most formidable weapons in this ex- 
hausting war, and anyone who for selfish 
motives of greed, or through excessive caution 
and cowardice, goes out of his way to attempt 
to withdraw sums of gold, and to appropriate 
them to his own use, let it be clearly under- 
stood that he is assisting the enemies of his 
native land, and he is assisting them more 
effectively probably, than if he were to take up 
arms." 

People regained confidence, and many de- 
positors who on the previous Saturday had 
secured gold brought it back. 

The United States and South Africa also 
sent or transferred gold to the Bank of Eng- 
land, which now felt itself master of the 
situation to such an extent that on Friday, 
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the 7th August, it reduced the rate to 6 per 
cent. 

The next day the rate of 5 per cent, was 
announced. 

These first financial measures during the 
Bank Holiday acted as a shield, able to with- 
stand the approaching threatenings, and behind 
which it was possible to gain time for further 
arrangements. 



CHAPTER IV. 

FUETHEE EMEEGENCY MEASUEES. 

It is, however, one thing to restore order in 
the Money Market, another to revive the trade 
of the country. The trouble was that all these 
Re-imbursement and Finance Drafts — their 
total amount is roughly estimated at between 
£350 and £500 million — which under normal 
conditions should have been paid at maturity, 
and thus enabled the Discount Market to take 
up fresh drafts, were now re-accepted, and like 
" a dead weight " hampered all business life. 
The Discount Market was simply not strong 
enough to finance new business. The im- 
porters and exporters thus found themselves 
tied, and the more so, because their portfolio 
of bills was difficult to negotiate and because 
it might in time prove worthless. 

In order to put new life into the Money 
Market, the Government undertook to in- 
demnify the Bank of England against any loss 

(32) 
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it might suffer by discounting Ante-Moratorium 
bills, without recourse to holders. On 13th 
August, the Bank was therefore able to make 
the announcement, that they were prepared 
on application to discount,^ without recourse 
to holder, any approved Bill of Exchange — 
whether Bank, Trade, Home or Foreign — 
which was accepted prior to 4th August. 
This was a very pleasant surprise to all busi- 
ness people. 

On the previous day, one had been in doubt 
whether a bill on, say, Deutsche Bank (Berlin) 
Ld. Ag. would be of much value. Now, 
suddenly, it was possible not only to discount 
such a bill at the proportionally low rate of 
5 percent., but also to do so without any 
anxiety as to whether the bill would really be 
paid at maturity, the Bank of England — on 
behalf of the Government — undertaking the 
risk. 

People went in crowds to the Bank of Eng- 
land in order to dispose of their bills, and so 
many applications were made, that it was 
physically impossible for the Discount De- 
partment to keep pace with the work, which 

^ See Appendix III B. 
3 
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therefore had to be delayed from day to day. 
Altogether about £120 million are stated to 
have been discounted in this manner. 

The portfolio of bills held by the Bank of 
England — included under the heading " Other 
Securities " — and their deposits — " Other 
Deposits " — rose under these circumstances 
enormously. 

other Deposits. Other Securities. 

7th August 456,749,610 7th August £65,351,656 

2nd Septembei £133,818,826 2iid September £121,820,692 

which at the time showed a record in the his- 
tory of the Bank of England. The result was 
that this " dead weight " of former unsaleable 
bills was transferred to the shoulders of the 
Bank — in reality the Government — so that the 
open market was relieved, and in its turn was 
enabled to finance fresh business. 

However, the desirability of finally termin- 
ating the Moratorium was soon widely felt to 
be one degree nearer to the bringing about of 
more normal conditions. 

Two steps were therefore taken : 
The first was a scheme for dealing with^ 
Pre-Moratorium Bills of Exchange which is 
comprised in the following : — 
1 See Appendix III 0. 
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(a) " Under Government guarantee against 
loss, the Bank of England declared its willing- 
ness to provide — where required — ^acceptors 
with the funds necessary to pay all approved 
Pre - Moratorium Bills at maturity. This 
course released the drawers and endorsers of 
such bills from their liabilities as parties to 
these bills, but their liability under any agree- 
ment with the acceptors for payment or cover, 
were retained. 

(6) " The acceptors were under obligation to 
collect from their clients all the funds due to 
them as soon as possible, and to apply those 
funds to repayment of the advances made by 
the Bank of England. Interest to be charged 
upon these advances at 2 per cent above the 
ruling bank-rate. 

(c) " The Bank of England undertook not to 
claim repayment of any amounts, not recovered 
by the acceptors from their clients, for a period 
of one year after the close of the war. Until 
the end of this period, the Bank of England's 
claim ranks after claims in respect of Post- 
Moratorium transactions. 

(d) "In order to facilitate fresh business, 
and the movement of produce and merchandise 
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from and to all parts of the world, the joint 
stock banks arranged with the co-operation, 
if necessary, of the Bank of England and the 
Government, to advance to clients the amounts 
necessary to pay their Post-Moratorium ac- 
ceptances at maturity, where the funds had not 
been provided in due time by the clients of the 
acceptors. The acceptor would have to satisfy 
the joint stock banks or the Bank of England 
both as to the nature of the transaction and 
as to the reason why the money was not forth- 
coming from the client. These advances would 
be on the same terms as regards interest as 
the Pre-Moratorium bill advances." 

Of the 7 per cent charged, 2^ per cent went 
to the Government as a delcredsre commission, 
whilst the Bank of England retained 4^ per 
cent as interest and profit. 

The second step was the institution of the * 
Courts (Emergency Powers) Act of the 31st 
August, which gave the Court power to stay 
or defer execution against a debtor who was 
unable to make immediate payment — owing 
to circumstances directly or indirectly attri- 
butable to the war — for such a time and 

1 See Appendix V. 
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subject to such conditions as the Court deemed 
fit. 

These two measures prepared the way for 
the raising of the Moratorium, which so far 
had been^ renewed monthly. The General 
Moratorium terminated on the 4th November, 
whilst bills accepted before the 4th August — 
if originally due after the 4th November — 
could be re-accepted for one month longer, but 
then finally had to be paid.** 

Thus the settlement of the Bills of Exchange 
was carried out, and those amounts in connec- 
tion with such transactions, which at final 
maturity were not yet received, were borrowed 
from the Bank of England. 

As this arrangement existed only with regard 
to drafts accepted prior to the 2nd August, it 
is easy to understand why the accepting houses 
were unwilling to make any agreement with 
their debtors in relation to drafts such as 
partly renewal with payment of a certain 
amount quarterly or so. 

For, if any loss were incurred in such re- 
newed drafts, the drawees would have either 
to pay at once from their own reserves, or to 
1 See Appendix IV. ^ i^id., IV E. 
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explain the nature of the transaction to their 
bank, which naturally they would wish to 
avoid, as the banks often do accepting business 
themselves, and thus, in that respect, are com- 
petitors with these accepting houses. Though 
therefore the calling in of foreign debts in con- 
nection with bills was perhaps rather abrupt 
and caused big fluctuations in the foreign ex- 
changes, yet the payments have been met more 
promptly than one would have anticipated. 

One explanation of this is, that no doubt 
nearly all neutral countries have made big 
profits out of the war, which again have en- 
abled them to pay off debts. 

With respect to our Allies, different relief 
schemes were adopted. So for instance with 
regard to Russia. An arrangement was made 
which enabled Russian merchants to buy 
Sterling from their Government at a fixed 
ra^ie for the purpose of meeting English drafts 
accepted for their account. The Russian 
Government, in its turn, arranged to provide 
the funds required by the issue of Treasury 
bonds in London. 

According to experience gained so far, it 
was estimated by the Chancellor of the Ex- 
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chequer,^ that of the £350 to £500 million which 
were running before the outbreak of war, 
about £50 million only would remain unpaid 
at the end, chiefly because the debtor belonged 
to hostile countries. How big a percentage 
of this amount will be actually lost depends 
largely of course upon the duration of the con- 
flict. In any case, the loss will be probably 
immaterial. 

Still, there were three rather important 
factors which had to be considered before the 
Moratorium could be terminated with safety, 
namely : (1) The Exporters ; (2) The Cotton 
Industry ; and (3) The Stock Exchange. 

(1) There were many Exporters who fre- 
quently, in the shape of foreign acceptances, 
had debts outstanding in foreign countries 
and the Colonies, which, owing to prevailing 
circumstances, it was impossible to collect, 
and who therefore, with a great part of their 
capital locked up in this way, would be un- 
able to meet their liabilities. 

Consequently, a Committee^ was formed 
consisting of Representatives of the Treasury, 
the Bank of England, the Joint Stock Banks, 

1 Speech, 27th November, 1914. " See Appendix VII. 
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and the Association of Chambers of Commerce. 
Claims for assistance could be made to this 
Committee, which, after examination of each 
case, had the power to authorize the banker 
of the applying merchant to accept his six 
months' bill, which would be guaranteed by 
the Committee, and naturally was negotiable 
in the money market ; not an iota of such 
advances — which should not exceed 50 per 
cent of the outstandings abroad — to be ap- 
plied to paying off or reducing already ex- 
isting engagements with the traders' own 
bankers. 

The merchant had to pay in advance to the 
bank an accepting fee of ^ per cent, and further 
a commission of 1 per cent for six months, in 
order to meet expenses and to provide an in- 
surance fund ; of the ultimate loss, if any, 
75 per cent was to be borne by the Exchequer, 
the remaining 25 per cent by the accepting 
bank. 

(2) Owing to the great fall in the price ^ of 
cotton, quotations for Middling American 
being on the 4th November 4"55d. per lb. 
against 7 44d. on 15th July, or a difference of 

1 See Appendix VI. 



FUETflER EMERGtENO^ MEASURES 41 

nearly 40 per cent, advances were made in a 
similar manner to cotton merchants to meet 
difiFerences from 5d. per lb, downwards, which 
they had paid or might still have to pay in 
respect of future cotton contracts. Repay- 
ment of the advances and of the interest there- 
on was guaranteed as to 50 per cent by the 
Government, and 25 per cent by the Liverpool 
Cotton Association, leaving a risk of 25 per 
cent to be assumed by the Liverpool banks. 

(3) There was finally and not least the 
question of the Stock Exchange. As the 
result of careful investigation by the Stock 
Exchange Committee, it was estimated that 
at the time of closing, the total amount of 
£80 million was loaned — either directly or in- 
directly — to that Institution, and of this com- 
paratively reasonable amount, the joint stock 
banks had contributed but little less than the 
half. It was obvious that this sum of money 
could not be expected to be repaid at the 
termination of the Moratorium on the 4th 
November, owing to the impossibility of the 
realization of securities at anything like reason- 
able value, therefore it was necessary before 
this date for the Government to provide for 
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those who had locked up their funds by lend- 
ing to the Stock Exchange. 

A decision was arrived at which in brief 
may be summarised as follows : — • 

(a) The joint stock banks which had already 
been relieved by having the authority to re- 
ceive Treasury notes against such securities, 
undertook not to press for repayment of such 
loans, or require the deposit of further margin 
until twelve months after declaration of peace, 
or till after the expiry of the Courts (Emerg- 
ency Powers) Act. 

(b) The Government arranged with the Bank 
of England to advance to other lenders — mem- 
bers of the Stock Exchange being excluded — 
60 per cent of the value of securities held 
against any loans outstanding on 29th July, 
1914, such securities to be estimated at the 
making-up prices at the end of July. 

(c) The loans were to bear interest at 1 per 
cent above bank rate with a minimum of 
5 per cent inclusive. 

{d) The Bank of England engaged not to 
press for re-payment of advances before the 
time, corresponding to that of the joint stock 
banks, allotted for same, had elapsed. 
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{e) Finally the Stock Exchange Committee 
undertook not to re-open the Stock Exchange 
without submitting the proposed date and con- 
ditions of such re-opening to the Treasury, and 
obtaining their consent. 

These three Belief Schemes, which were not 
known to the public until the eleventh hour — 
a circumstance which caused some uneasiness 
at the beginning of November — contributed 
to palliate the difficulties, and to avoid any 
complications which otherwise might have 
followed the raising of the Moratorium, 

It was to a great extent due to these pre- 
cautionary steps, that during the latter months 
of 1914, the financial position as far as the 
internal problems were concerned, under the 
prevailing circumstances had developed in a 
very satisfactory manner. 

In addition, the Foreign Exchanges had 
moved in our favour on a scale hitherto un- 
known, and big quantities of gold were accumu- 
lated at the Bank of England, whose reserve 
had increased from less than £10 million on 
the 5th August to about £52 million on the 
30th December, representing respectively 15 
and 30 per cent of liabilities. 



44 l?Hl CITY— JULY, 1914-lS 

Hence the desirability of finally dealing with 
the remaining unsettled problem — that of the 
Stock Exchange — became the all-prevailing 
question of the moment. 

This Institution had been closed ever since 
the 2nd August, and though many endeavours 
had been made since then to transact business 
outside the Stock Exchange, for instance by 
public auction or by means of newspapers, yet 
these attempts had been suppressed to a great 
extent, the authorities showing by this action, 
that whilst the Stock Exchange submitted 
loyally to the conditions which in the interest 
of the country the state of war rendered 
necessary, it would be unjust to permit any 
business to be transferred from its members or 
any other competitor to be tolerated. 

The first settlement after the raising of the 
Moratorium was enacted on the 18th November. 
Notwithstanding the fact that the plan by 
which the Committee had proposed to apply 
the relief scheme of the Treasury of 2nd Nov- 
ember was believed to be unsatisfactory to 
clients, who had the option of either putting 
up a margin of from 5 to 10 per cent or pay- 
ing very big contango charges, yet the results 
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of the settling day were of a more harmonious 
and gratifying nature than might have been 
expected. 

But the Stock Exchange still remained closed 
even for some time after this, the Committee 
having pledged themselves not to alter this 
state of affairs without previously obtaining 
the consent of the Treasury. 

And it was not till the end of the year that 
the long-deferred regulations for its re-opening 
were published by the Committee as follows : — 

Committee Boom, 

The Stock Exchange, 

December 23, 1914. 

TBMPOEAEY REGULATIONS FOE THE EE-OPEN- 
ING OF THE STOCK EXCHANGE. 

1. The Stock Exchange will be opened on and after 
January 4, 1915, from 11 to 3 (11 to 1 on Saturdays), for 
deaUngs subject to the following temporary regulations, 
which, until repealed, shall govern the transaction of 
business in the House, and shall form part of the rules, 
regulations, and usages of the Stock Exchange, and where 
in any case these temporary regulations differ from any of 
the existing rules and regulations the temporary regula- 
tions shall have effect and prevail. 

2. The following only will be admitted : — 

(a) British-bom members or clerks. 

(b) Naturalised members or clerks who have re-exhibited 

their letters of naturalisation to the committee, and 
in the case of naturalised members or clerks of 
enemy origin, have satisfied the committee that they 
have been de-nationalised in their country of origin. 
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3. — (1) The minimum prices fixed during the time that 
the Stock Exchange was closed in securities included 
in the list annexed to the emergency rules and in shares 
dealt in in the American market, shall remain in force 
until the end of January. They shall be subject to 
such revision, alteration or extension as the committee 
may from time to time determine, but shall not be reduced 
without the approval of the Treasury. 

(2) While this restriction is in force, no member shall do 
a bargain or negotiate a purchase or sale, whether between 
members or non-members, in securities included in the list 
annexed to the emergency rules, or securities in which 
minimum prices may hereafter be fixed at a less price than 
the lower of the prices quoted in the minimum price Ust, 
and no member shall do a bargain or negotiate a purchase 
or sale, whether between members or non-members, in 
shares dealt in in the American market at a less price than 
the English equivalent of the New York closing prices of 
Thursday, July 30. 

(3) The committee may at their discretion fix a minimum 
price for any security below which no sale may take place, 
and will, prior to the date of re-opening, fix a minimum 
price for foreign Government and other inter-bourse 
securities during the period of the emergency rules or 
pending the opening of Continental bourses. 

i. — (1) All bargains must be for cash, and may not be 
continued from day to day. 

(2) No new " time bargains " or options will be allowed 
except in connection with existing contracts. 

(3) No dealings will be allowed in any new issue made 
after January 4, 1915, unless specially allowed by the 
committee and approved by the Treasury. 

5. No member will be allowed to bid for or offer stock 
openly in the market. 

6. — (1) Every bargain, whether in quoted or unquoted 
securities, must be marked and officially recorded. 

(2) A broker making a sale shall sign and hand to the 
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buyer at the time of making the bargain a slip in duplicate 
containing the following particulars : — 

(a) In the case of Inscribed Stock the name of the 

transferor. 

(b) In the case of Eegistered shares or stock the numbers 

(if any) of such shares or stock and the name of the 
transferor. 

(c) In the case of securities to bearer the distinguishing 

numbers of the securities. 

(d) In the case of American shares the numbers of 

the certificates and the names in which they stand. 

(e) The price of the bargain. 

(3) The buyer shall forthwith sign and hand the slip in 
at the marking board, retaining the duplicate himself. 

(4) A dealer making a sale shall furnish the above par- 
ticulars on the same day. 

7. No member shall tender or accept delivery of any 
securities other than those specified or of any securities 
which are not good delivery under these regulations. 

8. Arbitrage business is until further notice prohibited. 

9. No securities will be a good delivery unless supported 
by a declaration by a banker, broker, or other responsible 
party, that they have remained in physical possession in 
the United Kingdom since September 30 and have not 
since the outbreak of war been in enemy ownership. 
Where securities have been deposited against a loan before 
the outbreak of war they shall be deemed for the piu^ose 
of this regulation to be in the ownership of the lender. 
Securities which have been transmitted abroad before 
December 23 merely for registration shall for the purpose 
of this regulation be deemed to have remained continuously 
in physical possession in the United Kingdom. 

10. No securities to bearer or endorsed in blank will be 
a good delivery unless impressed with the Government 
stamp dated previous to October 1 and accompanied by a 
declaration by a banker, broker, or other responsible party 
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that they have not, smce the outbreak of war, been in 
enemy ownership, except in cases permitted under Eegula- 
tion 4 (3), or securities sent for registration abroad under 
Clause 9, and such other securities as may be expressly 
passed by the committee as a good delivery on special 
cause being shown. 

11. The expression " enemy " in these regulations means 
any person or body of persons of whatever nationality, 
resident, or carrying on business in an enemy country, but 
does not include persons of enemy nationality who are 
neither resident nor carrying on business in an enemy 
country. In the case of incorporated bodies, enemy 
character attaches only to those incorporated in an enemy 
country. 

12. A broker before completing any order must obtain a 
declaration in writing from his client, and must fully 
satisfy himself that such order is not on behalf of or for 
the benefit of alien enemies, either directly or indirectly. 

13. Any member found guilty of negligence in relation 
to any of the above will be brought under the disciplinary 
rules. 

By order, 
Edwabd Sattebthwaitb, 

Secretary, C.G.P. 

It was necessary to impose drastic restric- 
tions in the regulations, chiefly in order to 
prevent the enemy from selling out securities 
in London through neutral countries ; yet in 
spite of these restrictions the re-opening has 
so far been a success. Many speculative ante- 
war transactions have — prices allowing — been 
finally closed, and the ordinary investment 
business has once more been resumed, Free 
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dealings are permitted in many markets, and 
markings in the official lists totalled during 
the month of June, 1915, frequently between 
2000 to 3000. A short time after the re- 
opening of the Stock Exchange on the 19th 
January the following announcement was 
made by the Treasury : — 

" In connection with the re-opening of the 
Stock Exchanges the Treasury has had under 
consideration the general conditions under 
which new issues of capital in the United 
Kingdom can be permitted during the continu- 
ance of the war. 

"It appears to the Treasury that in the 
present crisis all other considerations must be 
subordinated to the paramount necessity of 
husbanding the financial resources of the 
country with a view to the successful prosecu- 
tion of the war. Accordingly the Treasury 
wishes it to be understood that until further 
notice it feels it imperative in the national 
interest that fresh issues of capital shall be 
approved by the Treasury before they are made. 

" Treasury approval will be governed by the 
following general conditions : — 

" (1) Issues for undertakings carried on or 
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to be carried on in the United Kingdom shall 
only be allowed where it is shown to the satis- 
faction of the Treasury that they are advisable 
in the national interest. 

"(2) Issues or participations in issues for 
undertakings carried on or to be carried on in 
the British Empire overseas shall only be al- 
lowed where it is shown to the satisfaction of 
the Treasury that urgent necessity and special 
circumstances exist. 

" (3) Issues or participations in issues for 
undertakings carried on or to be carried on 
outside the British Empire shall not be allowed. 
" (4) The Treasury will not in ordinary cases 
insist upon the above restrictions, where issues 
are required for the renewal of Treasury bills 
or other short instruments held here and falling 
due, of foreign or colonial Governments, or 
municipal corporations, or railways, or other 
undertakings. 

" All applications should be made in the first 
instance to the Treasury. 

" The Treasury will not be prepared to ap- 
prove under paragraph 4 (3) of the Temporary 
Regulations for the Eeopening of the Stock 
Exchange, any dealings in new issues, which 
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have not been approved by the Treasury before 
they are made." 

This statement in connexion with the 
various ^ proclamations with regard to trading 
with the enemy, shows that the Government 
considered the question as one of great import- 
ance, that not alone all financial supplies or 
assistance were cut off from the enemy, but 
also that the financial power of this country 
should be organised in such a manner as to 
avoid any expenditure which was not absolutely 
necessary. All these restrictions, which a year 
ago would have been regarded unthinkable, 
have been accepted unhesitatingly by the trad- 
ing community. 

Not that the City under ordinary circum- 
stances on principle would submit to such 
regulations, or that it will tolerate them when 
once the danger is over, but because it was 
patent to all that the financial power of the 
country which might prove to be an important 
weapon in the war should be utilised to the 
utmost, and because the extreme seriousness 
of the situation and the issues at stake were 
realised to the fullest extent. 
* See Appendix I. 



CHAPTER V. 

EFFECTS OF EMEEGENCY MEA8UBE8. 

With the raising of the Moratorium and the 
gradual settlement of the re-accepted bills the 
actual crisis may be said to have come to an 
end during the last few months of the year 
1914. 

Still, though the storm has abated the swell 
has not yet subsided, the country is still feeling 
the effects. 

Normal conditions at the earliest cannot be 
restored until some time after the conclusion 
of the war, when all the consequences of the 
different relief schemes have been adjusted. 

In retracing the line of action taken in these 

early months of the great crisis, one cannot 

help noting how readily the Government has 

assisted and given its guarantee in aid of the 

trading body of the country. 

Other professions might apparently with 
(52) 
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some amount of justice ask why help one 
section of the community to such an extent 
without assisting the others also ? 

Here, however, it should be remembered that 
the question of keeping the financial machinery 
of the country going is one which concerned 
all classes, seeing that a serious breakdown in 
the City would be felt by almost every subject 
of the realm, and furthermore might have had 
serious consequences in our business relations 
with foreign countries. 

Thus the Government was fully aware that 
the protection of the City from any avoidable 
complication was a national question and there- 
fore it came to the rescue. And indeed it was 
so anxious in its efforts, that if in its anxiety 
to help, mistakes were made, such mistakes 
consisted in doing too much — an error on the 
safe side. Allowing that it was right to inter- 
vene, the next question which arises is, whether 
the whole principle upon which assistance was 
given was a sound one. 

The idea with all these relief schemes was 
to provide people whose capital had — or was 
believed to have — been locked up, with suffi- 
cient means to carry on their business ; and 
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these new funds, with the exception of those 
given to exporters and cotton merchants, 
were created, generally speaking, in the shape 
of credit balances at the Bank of England, 
against the pawning of, at the time, dead 
capital. 

In principle, therefore, we have done nearly 
the same here as was done in Germany, 
only that there the new capital was provided 
in the shape of notes, " Darlehenkassen- 
scheine," etc., while here, as credit balances at 
the Bank of England. 

However, owing to the position of the 
Central Institution as the Bankers' Bank, 
through the books of which in the end all in- 
ternal transactions are settled, the result in 
both countries may be practically the same, 
namely the creation of an artificial superabund- 
ance of money, which could lead to unhealthy 
business transactions. 

Let us assume, for instance, that a banker at 
the outbreak of war holds six months' bills to 
the value of £100,000 drawn for account of a 
German merchant on a London accepting 
house. Such bills represent the advance of 
money to somebody in Germany, and in ordin- 
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ary circumstances the bank — whilst keeping 
the acceptances in the portfolio — would earn 
the discount. 

During the first days of the Crisis the 
banker might, for the sake of safety, avail 
himself of the offer made by the Bank of Eng- 
land on the 13th August. Indeed he would 
be induced to do so, as he naturally would 
wish to get rid of liabilities doubtful at the 
time, and because the Bank of England did not 
give any opportunity — other than that of offer- 
ing for final discount — of ascertaining whether 
a bill in case of emergency would be "ap- 
proved," thus rather encouraging business 
which was not unprofitable to the Central 
Institution, whilst of doubtful benefit to the 
banker unless he actually was in need of cash. 

Having in this manner increased his balance 
at the Bank of England, reducing his Bill-port- 
folio correspondingly, it would be a great temp- 
tation to the banker to employ money again, 
partly because he is accustomed to regard an 
increase in the item " cash in hand and at the 
Bank of England " as a sign that fresh business 
can be entered into, and partly because he 
would naturally like to make up for the loss he 
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has suffered, by rediscounting a bill at 5 per 
cent losing perhaps 2 per cent, in order to 
be free of any liabilities on same. Let us as- 
sume, therefore, that the Banker invested these 
£100,000 in the War Loan of £350 million,^ 
which was issued during November, yielding 
about 4 per cent. An arrangement with the 
Bank of England, by which it agreed to make 
advances at 1 per cent below bank rate against 
the scrip of this loan made the same more 
attractive for investors. 

And the banker — if he wanted cash — could 
once more obtain it at the Bank of England 
now at 4 per cent, perhaps in order to lend it 
out again at 5 per cent. It stands to reason 
that mere paper transactions of this kind, by 
which capital actually gone out of the country 
before the war could be utilised over and over 
again, would be undesirable, and we must hope 
that — although possible — they were not carried 
out. 

But the danger of such transactions became 
the more significant, because the public on a 
larger scale than necessary availed themselves 
of the Eelief Schemes, which were originally 

1 See Appendix VIII A. 
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intended to incite confidence by making certain 
documents marketable, or to be used actually 
only in case of urgent need. 

The movement in the items " Other Deposits " 
and " Other Securities " during that period will 
give a rough idea of the extent to which the 
assistance of the Bank of England was required : 

other SecwiUes. Other Deposits. 

15th July £ 33-6 million £ 42-5 million 

9th December £117-6 million £120-9 million 

an increase of about £80 million, which if 
the balances thus created at the Central In- 
stitution were all used, would have the effect 
as if about £80 million of notes were brought 
into circulation by the Bank, in excess of those 
issued under natural conditions. 

The consequence was that the Bank of Eng- 
land had lost its power over the market rate, 
the interest granted by the joint stock banks 
on deposits had no longer any relation to the 
bank rate, and a change in the latter would 
have no influence upon the private quotations, 
seeing that money was so abundant that no- 
body would need the assistance of the Bank, 
and if assistance were wanted it would first no 
doubt be accepted in the shape of advances 
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against the 3| per cent War Loan — of which 
such an enormous stock was outstanding — at 
1 per cent below bank rate.^ 

Some attempts have been made by the Bank 
of England to deal with this difficulty. 

Thus at one period it borrowed several 
millions from the joint stock banks. 

Although the step at the time tended to 
harden the discount rates, yet it soon became 
evident that the amounts available in the 
market were so abundant, that the task of 
gaining control over them in this way was too 
heavy for " the Old Lady ". 

Another effort met with greater success, 
namely the alteration made by the Govern- 
ment in its way of issuing Treasury Bills, 
which hitherto had been offered by tender. 

On the 13th April it was announced that 
from the following day the Bank of England 
for account of the Treasury daily would offer 
three, six, and nine months' Treasury Bills for 
an unlimited sum at rates fixed from time to 
time. 

1 These weak points have been very ably pointed out by 
Mr. J. M. Keynes in the Economic Journal, December, 
1914. 
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The bills were offered in the amounts of 
£1000, £5000, and £10,000, and the rates first 
fixed were : 2f per cent for three months, 3f 
per cent for six months, and 3f per cent for 
nine and twelve months' bills — the yearlings 
being dealt in over the counter since the 9th 
May. 

This new method met with success, and in 
the beginning about 15 to 20 millions were 
taken per week. The bills were a good invest- 
ment and became popular in the money market, 
the more so because the supply of trade and 
finance acceptances had been very small of 
late, owing to the decrease in international 
finance. 

Furthermore, they tended to keep the private 
discount rates at the higher level of 2f per 
cent for three months and 3f per cent for six 
months, to which they had been raised since 
the end of March from about 2 and 2f per cent 
respectively. 

And thus the Bank of England obtained a 
firmer grip of the position. 

Finally, they formed a convenient means by 
which the Government borrowed funds cheaply 
for cariying on the^war. 
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If 15 to 20 millions — apart from bills falling 
due — could be obtained weekly in this way, it 
would appear at first sight to be possible for 
the Government to meet the War Expenditure 
from this resource alone. 

This operation, however, had its limit, and 
should not exceed an amount equal to that 
with which the natural supply of trade and 
finance bills had been diminished. 

After all, the fixed loans for the huge 
amounts which are in question, even though 
more expensive at the time, will in the end 
prove to be the soundest finance policy. 

On the 21st June therefore the prospectus 
appeared for the 4:^ per cent War Loan at par. 
It was redeemable at the earliest, 1925 — 
latest, 1945 — and holders were to have the 
additional right in respect of each £100 held 
by them and fully paid in cash, to exercise 
certain options of converting the 3^ per cent 
War Loan, Consols, or the 2f and 2^ per cent 
Annuities into the new stock on certain terms 
set forth in the prospectus.^ 

In addition, it was promised that in the 
event of future issues yielding more than 4J 
1 See Appendix VIII B. 
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per cent (other than issues made abroad or 
issues of Exchequer Bonds, Treasury Bills, or 
similar short dated Securities) being made by 
the Government for war purposes, stock and 
Bonds of this 4J per cent issue would be 
accepted at par plus accrued interest, as 
equivalent of cash for the purpose of sub- 
scriptions to such new loans. 

That the terms were regarded as very at- 
tractive both to large and small investors can 
best be seen by the result. 

The amount of the issue was not fixed. 
The subscription through the Bank of England 
reached £570 million and — taking the amounts 
applied for through the Post OflBce into ac- 
count — altogether about £600 million had 
been secured at the end of July. 

The gradual transfer of such a huge sum to 
the credit of the Government naturally caused 
great alterations in the Money Market. 

Though the full effect of the 4J per cent 
War Loan cannot be felt and weighed within 
the period of which we give an account, yet 
it is clear that with that a new era was in- 
augurated, during which money grew dearer, 
and private discounts rose almost to the same 
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level as the Bank-rate, whilst the Bank of 
England gained full control over the Market. 
AH things taken into account, the position 
needed careful handling, and it was necessary 
that the artificially created balances at the 
Bank should be treated difierently from others. 

It is difficult now to ascertain how far this 
has been carried out, as the employment of 
such balances in this country, for the present, 
often would mean simply a transfer .from one 
account to another under the same heading. 

Everything, however, tends to indicate that 
so far the bankers have proceeded with such 
thought, that no harm has been done, and it 
is well worth remembering that generally 
speaking, it is easy enough to point out the 
defects in any relief scheme, but quite the 
reverse to give suggestions which might have 
been adopted with greater success. 

The truth is, artificial relief as a rule must 
bring some evil in its wake. It may be 
likened to a drug employed to ease certain 
acute forms of disease, which, while performing 
its healing properties on the one organ, neces- 
sarily simultaneously weakens others. 

The art is, therefore, to find the remedy. 
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which, whilst curing the malady, at the same 
time does as little mischief as possible, — so 
little in fact that one can rely upon nature to 
do the rest. 

We must hope, and indeed it seems likely, 
that the disadvantages which followed the 
different relief schemes were not so severe 
but that they will be rectified by time. 

It therefore appears as if the broad principle 
upon which assistance was given during the 
Crisis was a right one. 

On the other hand, it is only natural that in 
the separate schemes some mistakes were 
made. How could it be otherwise, when one 
considers how unprepared the Financial Com- 
munity was for war ? Perhaps with the ex- 
ception of the Insurance Scheme, practically 
none of the Emergency arrangements were 
thought out or made beforehand, such as was 
the case in Germany. 

Whilst this on the one hand could be taken 
as an indication of the peaceful intentions of 
the country, yet if any criticism should be 
made, here is a point which it might be diffi- 
cult to defend. One can understand that the 
Army was not ready on a big scale, because it 
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would have necessitated huge expenditures 
and these expenditures were certain — whilst 
on the other hand the benefit gained from 
them at the time was doubtful. 

But by preparing as a precaution schemes 
and arrangements — which later could be ad- 
justed more easily to the special circumstances 
— to be carried out in case of emergency caused 
by a war, the possibility and consequences of 
which had been certainly discussed for some 
years, nothing could have been lost whilst a 
great deal might have been gained. However, 
as things developed, we have good reason to 
congratulate ourselves upon the ready and 
determined spirit in which the Crisis was met, 
and to be satisfied that in spite of the short 
time available for preparations, they were, 
generally speaking, made in a thoughtful and 
far-seeing manner. It would be fruitless at 
this moment to enlarge upon such small im- 
provements, which might have been desirable. 
There will always be time for this when once 
peace is secured. The Bankers' Magazine in 
its monthly review of the Great Crisis makes 
the following remark : " When the Crisis is a 
thing of the past a Royal Commission may 
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have to be appointed to inquire into all circum- 
stances preceding and accompanying the Great 
Crisis ". Such an inquiry in due time, when 
things can be judged in their right light, un- 
doubtedly might be of great value to the 
country in years to come, because there are 
many questions which should be carefully de- 
termined, so that in the event of another crisis 
arising we may not be found unprepared to 
cope with it. 

The following, for instance, require delibera- 
tion : — 

1. Whether the issue of Government paper 
money is desirable in the long run ? 

2. Whether it would not be well to revise 
now the Bank Act of 1844, which, though 
well drawn up for its time, yet seventy years 
later never could be appropriate, seeing how 
matters concerning business have changed since 
then? 

3. Whether it would have been possible to 

have avoided the Bill Moratorium, by at the 

outset making the arrangement with the Bank 

of England of the 5th September, whereby the 

Bank, under Government Guarantee, declared 

its willingness to assist acceptors of drafts with 

5 
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necessary funds to meet such bills at maturity ? 
Whether if thus the Bill Moratorium had been 
avoided and a sufficient emergency currency — 
the necessity of which is stated to have been 
urged beforehand — had been ready, the Gen- 
eral Moratorium could not have been omitted 
with the assistance of the Courts (Emergency 
Powers) Act, in connection with the three other 
relief schemes concerning the Stock Exchange, 
the Exporters and the Cotton Trade, as it was 
certainly deplorable — particularly considering 
the high opinion that foreign countries had 
held, up till then, for English finance — that 
such a Moratorium, especially one protecting 
the banks against Depositors, should be de- 
clared ? 

4. Again, it might be worth considering 
whether it would have been within our reach 
to amend the arrangement with the Bank of 
England of the 5th September, to Ithe efi'ect 
that acceptors of Post-Moratorium Bills could 
receive assistance also, provided that such bills 
were distinctly marked as being partly renewals 
of Ante-Moratorium Drafts. 

This would have induced the accepting 
houses to call in their debts more gradually. 
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and thus to some extent have prevented the 
sudden movements in the foreign exchanges. 
At the same time, such new bills would 
have been welcome in the Money Market, and 
would have tended to harden the artificially 
created low private discount rates, whilst the 
Bank of England would have been relieved. 

All these questions, with many more, it will 
be wise to investigate at the proper time. 

Meanwhile, it is satisfactory to note that so 
far the City has been able to fulfil its impor- 
tant obligation towards the country in this 
war. 

The Government was quick to answer to the 
"Call " in supporting the banks and finance 
houses, and the nation on the other hand can 
therefore claim that they on their part, to the 
best of their ability, shall help first the trade 
and industry of the country, and secondly the 
Government in financing the war. 

It is true, that some of the banks in the be- 
ginning were inclined to forget that there were 
higher interests at issue than those of their 
Shareholders and Depositors ; however, when 
once undeceived, they on the whole rose admir- 
ably to the occasion. Therefore it is not due 
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to them that the saying " Business as usual " 
had to be abandoned. 

There are many movements which have con- 
tributed to this state of aflBtirs, for instance :• — 
the ever-increasing number of men drawn from 
productive labour to the Army, whilst a greater 
supply of war material became steadily more 
indispensable ; the difficulty in transport and 
the consequent rise in food prices, though 
much less than in former wars ; the hardships 
thus expected to fall upon a certain section of 
the lower classes combined with prolonged 
working hours, and their jealousy lest the em- 
ployers should make huge profits out of the 
circumstances ; finally, the moral eflfect of 
recent events and the uncertainty with regard 
to the future which frequently resulted in in- 
temperance. 

These are some of the facts which led to 
labour trouble, and to shortness of labour also 
for industries other than those engaged in the 
production of war material, for which the ele- 
ments representing the financiers cannot be 
censured. 

At the same time it is well worth calling 
attention to how readily the banks have done 
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their share in the different relief schemes, — 
for instance, that in connection with the 
Stock Exchange, where they pledged them- 
selves not to recall their loans to Stockbrokers 
against security before one year after the war ; 
and when, considering the scheme for reliev- 
ing Exporters, it rather seems that they did 
more than their share, seeing that they agreed 
not alone to allow the merchant to raise money 
on foreign at the time uncollectable balances 
without using that money to cover already 
existing debts to bankers, but even agreed to 
guarantee 25 per cent of the ultimate loss on 
such advances. 

Thus the result was that the banks enlarged 
their engagements with such merchants, while 
at the same time some of the assets, which pre- 
sumably in many cases had been taken into con- 
sideration as a security, were withdrawn. And 
in addition, during November, 1914, when the 
3^ per cent War Loan for £350 million was 
issued, they were ready to take over £100 million 
beforehand, whilst probably not much less than 
£200 million of the 4| per cent loan was sub- 
scribed by the banks all over the country — 
certainly a proof of their readiness to assist 
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the nation. Therefore, all things considered, 
the banks seem amply to have atoned for 
any small mistakes made during the first 
difficult days, and to have done all that could 
have been expected of them by the trading 
community. Moreover, it is satisfactory to 
realize how easily it has been possible, so far, 
to provide the Government and its AUies with 
sufficient funds for war purposes. 

Up to the end of the financial year 1914- 
1915 the total expenditure had been about 
£560 million, of which £226 million came from 
revenue, leaving about £334 million to be ob- 
tained by loans. This money was raised as 
follows : — 

War Loan of £360 million at 95 about £332 

million of which paid in during the financial 

year 1914-1915 yielding about 4 per cent . = ca £296 million 
8 per cent Exchequer Bond £50 million tendered 

at £3*18 yielding about 3| per cent . . = ca £ 18 million 
Treasury Bills six months and twelve months 

varying from If to 3} per cent . . . s= £ 63 million 



£407 milUon 



Thus increasing the Exchequer Balance from 
about £10 million to about £83 million. The 
interest paid showing altogether a very satis- 
factory result for the Government. 
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Whilst, therefore, the taxpayer has no reason 
to fear that the risks taken by the Government 
will cause in the end -big losses, the gain on 
the other hand which these arrangements have 
resulted in seems obvious, and, we must hope, 
will far outweigh the ultimate loss. 

The city has therefore so far reason to be 
satisfied with the trend of events, and leaving 
fruitless criticism till a time more suitable, let 
us endeavour to consider our business relations 
with foreign countries during the same period 
and — however difficult and uncertain the task 
— to glance into the near future. 



CHAPTER VI. 

WAR ANB CAPITAL. 

We are now face to face with a war which in 
extent and importance far exceeds everything 
that has ever been hitherto experienced. It 
affects almost the whole world, and if we cal- 
culate the inhabitants of this planet as being 
about 1700 million, we shall see that more than 
half of the human race at the present time 
might be said to be in a condition of war. 

Over fourteen million soldiers are believed 
to be directly engaged in the field, in addition 
to the great number who are being trained and 
held in readiness. 

Great fleets are lying in wait and are crip- 
pling and destroying the commerce of their 
enemy. Air fleets are making unsafe, places 
even far away from scenes of war, and guns of 
hitherto unknown dimensions are spreading 

death and destruction over wide areas. 

(72) 



WAR AND CAPITAL 73 

It is assumed that about £10 million sterling 
per day are being expended for the upkeep of 
these armies and fleets. 

To this must be added the enormous losses 
which are being incurred on account of the 
partial stoppage of the world's trade. 

It would appear that these indirect losses 
will steadily increase from day to day, in pro- 
portion as more and more labour is withdrawn 
from productive to destructive work in the 
field, and in proportion as the mutually hostile 
armies press into each other's territories, and 
in this way for long periods lay waste whole 
centres, which otherwise would be creating 
wealth. 

But apart from this indirect loss, the ex- 
penditure for one year of war on the same scale 
would be about £4000 million sterling. And 
what does this huge figure mean? It is an 
amount beyond man's conception, and the 
power which it represents can only be roughly 
appreciated by comparison. 

A few weeks after the outbreak of war the 
Panama Canal was opened — a work was accom- 
plished which stands out as the greatest achieve- 
ment in engineering in the world's history. 
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£70 million was the cost, apart from the 
huge sums spent from the time of its com- 
mencement by de Lesseps in 1881, till its com- 
pletion in 1914. 

It takes no more than a week or so of the 
present war to exhaust this sum. 

Again, take another example — St. Paul's 
Cathedral, on which for five-and-thirty years 
skilled workmen were engaged. What was the 
cost of it ? Roughly speaking a million and 
a half, or — allowing for changes in the value 
of money since then — a sum scarcely more 
than that which now for war purposes is 
swallowed up every day between breakfast 
and lunch hours. 

Yes, it is indeed a wealth-absorbing war. No 
wonder then, that before considering any pro- 
blem in connection with the future, we need to 
look more closely into the question how long will 
the belligerent be in a position to continue this 
life-and-death struggle. Let us take for in- 
stance the case of Germany, which in proportion 
seems to face the biggest difficulties. Her 
national wealth was estimated last year to re- 
present about £17,000 million sterling and 
her national income was believed to amount 
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to about £2100 million sterling. Is it, we- 
ask, possible for that country to go on for 
a considerable length of time with payments? 
for direct war purposes of say £2 million per 
day, or at the utmost about £1000 million per 
year. It will facilitate matters for a moment 
to deduct the millions — the proportion between 
the figures will remain unchanged — and the 
question seems then practically to be the 
following : Could a man, say for instance a. 
landed proprietor, whose property including^ 
everything was worth £17,000 and who had a 
yearly income of £2100, — could he, if in urgent 
need, aflFord to sacrifice £1000 a year for the 
vital purpose of defending himself ? and could 
he, if his future were at stake, go on paying such 
an amount for some years ? We should, I 
think, agree that he could do so without great 
difficulty, and in proportion, it seems but a 
small amount to spend for such an important 
purpose. And if we examined the assets and 
incomes of the different countries now belliger- 
ent, we should get figures which often, even in 
a higher degree than those above — to the mere 
onlooker — would seem to be so great, as com- 
pared with the certainly huge expenditure cal- 
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^ulated for war purposes, that it would appear 
to be a comparatively easy financial matter for 
sthose countries to carry on the present war for 
j"ather a long time. However, if we wish to 
investigate this question we must first of all 
^et a clear conception as to what capital is. 

As is well known, by capital we generally 
4inderstand the wealth which is at the com- 
mand of man for the production of further 
wealth. In this production two kinds of capital 
-are required : — 

The fixed capital such as machines, tools, 
aground, buildings, etc., and the free capital 
^popularly called money), in the first instance 
representing the necessaries of life for the 
workers, until the new wealth, which is to be 
:the outcome of the transaction, has been pro- 
duced. 

We must definitely distinguish between 
ithese two forms of capital, and it is the ratio 
^between them which gives the rate of interest 
j"uling at any time. 

We are not here dealing with the bank rate, 
Tvhich is comparatively frequently changed 
-.according to the immediate available amount 
<iof money, as compared with the demand for 
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it. No, we are considering the rate of interest 
in a wider sense, as representing that percent- 
age which the capitalist at any time is reason- 
ably justified in reckoning upon, as a suitabla- 
interest on the funds invested by him. We 
saw how the capitalist, in the last half of the^ 
previous century, had to be satisfied with a 
gradually declining rate of interest. The view" 
was then held that in proportion as more and^ 
more capital was saved, the returns of safely 
invested capital would steadily decrease, and: 
this in its turn resulted in diflFerent conver- 
sions, for instance, of consols in 1888 from 3 per 
cent to 2f per cent and later to 2J per cent. 

Meanwhile, at the end of the 'nineties th& 
tide turned : slowly and almost imperceptibly 
at first, but later, gradually with greater dis- 
tinctness, it became clear — amongst other 
things from the decline in the quotations for 
gilt-edged securities — that the fixed capital 
had, as it were, declared strike and had de- 
manded larger returns. State loans yielding 
4 per cent of interest or more were before the 
war the order of the day — ^whilst a 3 per cent 
yield of thirty years ago was regarded as very 
high. The reasons for this are certainly many 
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and so complicated that here they can only be 
touched upon lightly. 

However, it must be mentioned that even if 
the annual income of the world has advanced 
to a great extent, so the tendency to extrava- 
gance and living beyond one's income has 
likewise grown, whereby the amount of capital 
which otherwise would be seeking investment 
is proportionally reduced. This amount had 
nevertheless certainly been greatly increased 
during this period. Still, if one thinks of all 
the manifold inventions which from time to 
time, as they were brought out in competition 
with one another, have sought for capital in 
the world's market ; if one takes into considera- 
tion the rapid development of new countries 
and the industrial prosperity of old, such as 
Germany and Russia for instance ; and finally, 
if one considers the enormous wealth invested 
in armies and navies, this will give abundant 
material to enable one to understand that such 
a great demand for fixed capital had brought 
about a higher price for the same. This 
movement had progressed side by side with 
the desire, and frequently the necessity, for a 
bigger return on the part of the capitalists. 
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And then to this must be added that modern 
traflBc conditions, the refined bank system with 
the use of cheques, and the granting of credits, 
in a high degree rendered it possible to spare 
■a great amount of free capital, which other- 
wise would have been necessary for trading 
purposes. Thus, it will be easily understood 
that this free capital had lately been much 
more rapidly employed and transformed into 
fixed capital than was the case only thirty 
years before. 

The conditions just before the Crisis were 
therefore such that whilst the world's fixed 
capital since the last great European War 
had been greatly augmented, so the reserves 
of the free capital had indeed been directly 
increased, but not in the same proportion, 
and certainly not in the right ratio to the 
huge expenses which are the outcome of 
modern warfare. But it is liquid capital, and 
that alone, that can be used for financing the 
war ; and capital, when once it becomes fixed, 
cannot be transformed into liquid capital. 
The property can be sold or loans raised 
thereon, but only at the cost of the already 
existing supply of liquid capital, and such a 
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transaction is therefore in the wider sense 
only profitable for a country at war, if the 
sale or the borrowing takes place abroad. 
We see thus how a catastrophe like this 
must always produce an advance in the rate 
of interest. 

Whilst a short time ago in days of prosperity 
when there was an abundance of everything, 
and it was natural to provide for the future,, 
one readily gave £100 in order to take shares 
in an industry securing an annual return of £5 ; 
now, suddenly, liquid capital became so desir- 
able that one willingly sold the future right 
to £5 per annum provided it were possible at 
once to receive say only £80 for it. 

It was this transformation of capital that 
we saw attempted in the last few days of July, 
and this was the main cause of the enormous 
drop in quotations that we witnessed, which 
in its turn produced the result, that practically 
all the Stock Exchanges in the world had ta 
be closed for a time, and subsequently to 
take precautions against excessive sales from 
abroad by introducing minimum rates. It is 
quite possible to sell out a certain limited 
class of securities at neutral markets, but only 
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with great loss and in comparatively small 
quantities. 

It thus appears evident that the belligerents 
are almost exclusively restricted to financing 
the war out of the existing supply of* liquid 
capital in combination with their annual in- 
come. 

But if simultaneously therewith — as already 
stated — ^this supply appears to have become 
considerably diminished since the last great 
European War, as compared with the fixed 
capital and the demands of civilians now, and 
also in proportion to the enormous outlay for 
the support of modern armies, we can under- 
stand how this struggle — to a greater extent 
than any previous one — as it is gradually 
drawn out, more and more appears to assume 
the character of a war of finance. Great 
Britain's strength in this fight between steel 
and gold is due to the fact that her national 
wealth, estimated at about £17,000 million, in 
proportion is far superior to that of her op- 
ponents, and when considering how much a 
nation can spare for war purposes, it is the 
wealth per caput which counts. 
Another reason of equal importance is that 
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such a comparatively big amount of capital was 
kept free, owing to the liquidity of our bank- 
ing system, and because England as the leading 
bankers of the world had been able to invest 
such enormous sums in connection with goods 
transactions. In addition, the work of the 
British Navy was of great importance in mak- 
ing it possible for the trade and the industry 
of Great Britain to be carried on, whilst the 
annual income of Germany and her Allies, which 
was precisely to have played an important part 
in financing the war, would in reality, though 
perhaps not on paper, be greatly diminished, 
owing to the fact that their oversea trade 
became paralysed. 

These considerations made one believe that 
— with the unequal economical conditions 
which prevailed — a lengthy general war, nowa- 
days contrary to the impression obtained by a 
mere glance at statistical figures, would be im- 
possible. And as soon as it had been proved 
that the allied armies in any case were capable 
of dragging out the struggle, Germany's fate 
seemed to be sealed. 

The conviction that England economically 
could crush Germany had often an unfortunate 
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influence during the first months of the war. 
Many of us were inclined to think that if we 
only sat tight and endeavoured to carry on our 
business as usual we should soon get the better 
of our enemies without any further effort. 
But this was a mistake. 

The figures and considerations written above 
are true in a sense, but should be used with 
caution. 

We must remember that labour in Germany 
as in Great Britain is actively engaged in turn- 
ing out war material, and that the majority of 
the huge expenditures by that Government is 
made in the country itself. Her annual income 
will therefore undoubtedly appear to be much 
bigger than might have been expected at first. 
But even otherwise, the German Government 
cannot be forced to discontinue the war from 
lack of money. 

It is the free capital which money represents 
— such as foodstuff and raw material — that 
counts. And it stands to reason that as long 
as such free capital is within reach, a Govern- 
ment will know in some way or other how to 
put its hand upon it when required. 

The question in the end is therefore how 
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much raw material such as wheat, copper, 
nitrate, leather, etc., Germany and her Allies 
have at their command. It has been already 
shown how this supply of free capital all the 
world over has been comparatively diminished 
of late. 

Yet it does not seem likely that scarcity of 
food will compel the enemy to surrender. 
At least, if the crop of 1914 enables them to 
pull through the year, that of 1915, which was 
sown with a view to the situation, in all prob- 
ability will be sufficient too. 

Shortness of certain kinds of war material 
is likely in course of time to create diflBculty 
to the enemy. But even of these indispens- 
ables they are stated to have such huge re- 
serves that it would appear to be dangerous 
to expect that these difficulties, for some time 
yet, will break the power of our opponents. 
Everything considered, it is therefore a 
question whether the isolation of the Central 
Powers will have the effect which was antici- 
pated. 

On the other hand, when once the War is 
over we shall see what a considerable help it 
will be for us and our Allies — in the com- 



WAB AND CAPITAL 85 

mercial competition — that we have been able 
to maintain throughout the War our trans- 
atlantic connections, whilst the Central Powers 
will have to work for a long time in order to 
re-establish ante-war conditions. 

To this end our Naval Policy will be of 
great importance in years to come. 

The wealth of England is enormous in pro- 
portion to her population, but we must not 
forget that Germany is so much bigger ; and 
even with the aid of powerful Allies it 
would be unreasonable to think that we could 
crush her with economical weapons alone. 
The more so because this is a war which 
cannot be compared with many of former 
years, where nations fought principally for 
material gain, and oftentimes were in a posi- 
tion to consider beforehand whether the 
sacrifices were worth the possible profit. It 
is much more a moral fight, one on which 
perhaps the destiny of the races involved is 
dependent. No economical sacrifice will 
therefore be spared on either side, and none 
of the belligerents are likely to give in 
until they have come to the end of their 
resources. 
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Theoretically speaking, a war of this kind: — 
provided the conditions of the opposing forces 
were about equal — could last for a quarter of 
a century nowadays, just as well as in earlier 
times, only that the big scale on which it was 
carried out at the beginning would gradually 
be diminished on both sides. As it is, the 
economic conditions are in our favour, a cir- 
cumstance which undoubtedly will be utilised 
to the utmost in future. 

Yet we must not rely upon this economical 
weapon too much. It is very useful to weaken 
the opponent and force him into a corner, but 
the finishing stroke must be effected at the 
front and with the sword. It is only thus 
that we may hope that this contest in history 
will be regarded as a short war. 

But what is a short war ? At the com- 
mencement it was said that six months or so 
would see the end of it. But the length of a 
war must in some degree depend upon the 
countries involved and the issues at stake. 
We cannot judge from proportionally small 
wars as the Fmnco-German or Russian-Jap- 
anese, which were fought under different con- 
ditions. 
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This must be compared rather with the 
Napoleonic or Thirty Years' War. 

Therefore, even if peace should not be 
secured until five years hence, it might still 
be described by historians as a comparatively 
short war. It is useless here to attempt to 
predict its duration. We must sincerely hope 
that it will terminate speedily. Yet when 
considering the future, we are perfectly justi- 
fied in pointing out the possibility of a pro- 
tracted struggle and the necessity of being 
fully prepared for it. 



CHAPTER VII. 

GOLD AND THE FOEBIGN EXCHANGES. 

A. Gold. 

In his Budget Speech in the House of Com- 
mons on 4th May, 1915, the Chancellor of the 
Exchequer pointed out that should the war 
last throughout the financial year, the total 
expenditure — including £200 million advances 
to Allies and Dominions — would be about 
£1136 million. 

Deducting revenue on the basis of taxation 
so far proposed, the country would have to 
raise in the course of the financial year 1915- 
1916 a sum of £862 million. A considerable 
amount of this would be re-spent here in the 
country. 

In ordinary times, however, our imports 
exceeded our exports by about £130 million, 
which were paid partly by freights and services 
of various kinds, and partly by interest on 

about £4000 million, that is, capital invested 

(88) 
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abroad — total about £350 million. Thus about 
£220 million remained in our favour which 
represented our yearly fresh investments in 
foreign countries. 

It was estimated that in the coming year — 
with due regard to those purchases of our 
Allies which we had to finance — we should 
have to cover a diflFerence of £700 to £800 
million instead of the normal £130 million. 

Deducting income from freight and invest- 
ments, this country would still have to find 
about £350 to £400 million in the one year, in 
order to finance estimated purchases from 
abroad. Since then Italy has joined the Allies 
and will probably also require financial assist- 
ance, thus increasing the amount with perhaps 
another £50 million. But if the war should 
continue for some years, which we have 
seen is quite possible, even though conducted 
perhaps on a somewhat reduced scale as time 
went on, and possibly with greater economy 
which experience may teach us, then the 
natural question will arise : How is the City 
likely to deal with such a gigantic and difficult 
task? 

There are divers ways of meeting such a 
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yearly balance against us, of about £400 
million. For instance : 

1. To increase our exports, an undertaking 
which for obvious reasons we are unable to ac- 
complish, because our chief aim must be to 
manufacture war material in sufficient quanti- 
ties, and because such a large proportion of 
men representing labour has joined the colours. 

2. To sell out securities abroad, or to borrow 
against them, or against others created anew. 
But the securities saleable on the neutral 
markets which are free are comparatively few, 
and sales on a big scale on such places might 
lower the prices to such an extent that the 
loss would be considerable. 

Judging so far from the increased exports 
of the most important neutral country, the 
United States, their external balance may be 
improved by about £250 million yearly. 

A part of this can be used to buy up Ameri- 
can securities from Europe, and we are esti- 
mated to possess such securities to the value 
of about £600 to £800 million. However, we 
should remember that Germany also is holder 
of a large quantity, and her weak financial posi- 
tion and exchange conditions may have the re- 
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suit that she will be able to sell a bigger portions 
than we ourselves. This way has therefore 
its narrow limits, the more so because the 
bulk of our foreign securities do not belong to- 
the Government, but to private individuals, and 
as a rule to those who are neither inclined nor 
obliged to sell at a loss. 

3. To use part of the National Income,, 
either : — 

(a) By a sort of indirect taxation created by 
a dilution of the currency, that is, the issue of 
paper money and consequent rise in prices- 
This is a method which to some extent and 
with some success could be employed in Ger- 
many, but which would be fatal to England 
that still carries on a great international trade. 

(b) By direct taxation, as was done, it i» 
stated, in the Napoleonic Wars, when our fore- 
bears went so far as to tax themselves to thfr 
extent of two-sevenths of their income. 

This proceeding, though an unpopular one^ 
has an advantage in that it compels people to 
save. Moreover, it is a more democratic way of 
financing the war, as the State takes from the? 
"Capitalists those amounts which otherwise it 
would have to borrow from them, with thfr 
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result that every taxpayer in futare would 
tave to contribute heavily in order to pay the 
interest and amortisation on loans, sums which 
£nally would go back to the Capitalists. How- 
ever, so far the Government seems principally 
to rely upon a third way, namely : — 

(c) That of borrowing in the market, and at 
the same time leaving a big part of the burden 
to be redeemed by posterity, anticipating that 
the voluntary savings of the country will be 
greatly increased. 

The annual savings before the war were esti- 
mated at £300 to £400 million out of a yearly 
income of about £2400 million. It is expected 
that this income will be considerably higher 
whilst we are in a state of war, because such 
:a huge amount of borrowed capital is spent 
in this country, and because men are work- 
ing overtime at higher wages. 

The Chancellor of the Exchequer stated that 
the savings during war time ought to be double, 
^nd in this saw a means of financing the war. 

It is true that the consequence of saving — 
economy in private life — would result in more 
advantageous trade returns. However, it 
«eems doubtful whether it will be possible to 
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induce people of their own free will to cut 
down their expenses sufficiently to counteract 
the unfavourable trade balance. 

It is therefore not improbable that recourse^ 
will have to be made also to another way oi 
meeting the difficulty. 

4. That of using part of our stock of gold for 
exports. After all, it is gold which in the end 
regulates and forms the basis of international 
finance. And the importance, one might al- 
most say the "worship of gold," has been one 
of the most remarkable financial features of 
this Crisis. 

Since the beginning of the century, and es- 
pecially during the last few years, continental 
countries had greatly enlarged their stock of 
gold, and had thus taken their big share of the 
ca. £500 million with which the supply of gold 
available for monetary purposes is stated to 
have been increased, i.e. doubled during that 
period. For the first seven months of 1914: 
this process was carried on possibly to a still 
greater extent. 

In big quantities the gold flowed on, pursu- 
ing its usual course from the west to the east 
and carrying with it in its progress peace and 
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prosperity. But with the outbreak of war, 
this steady even flow suddenly ceased, every 
outlet was blocked, and practically all countries 
— England and the United States to some ex- 
tent excepted — put their veto on the exports 
of gold. 

At the end of July, 1914, the stocks of gold 
of the most important countries were approxi- 
mately : — 



Bank of England 




£ 

40 million. 


Bank of France 




164 „ 


Bank of Bussia 




174 „ 


Bank of Italy 




48 „ 


Bank of Germany 


£68\ 
£10/ 


78 „ 


War Eeserve 


Bank of Austria 




51 „ 


U.S.A. Treasury 




245 „ 


Argentine 




40 „ 


Brazil 




10 „ 


Spain 




22 „ 



together not far short of £1000 million. 

It has been suggested that if all countries 
now belligerent in the course of the war were 
forced to part with their gold reserves, scarcely 
anybody would be left who could afford to 
absorb that metal. Consequently, an abund- 
ance of gold might so predominate that its 
importance and power would be greatly 
diminished. 
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It seems not wholly impossible that such a 
state of affairs might be temporarily experi- 
enced, especially if other nations still should 
associate themselves with either of the fighting 
powers. 

Yet we must not forget that a redistribution 
of capital will necessarily be one of the effects 
of this war, and not only with regard to the 
belligerent nations themselves, but much more 
so with regard to the neutral countries, who 
will make big profits at the expense of those 
now in a state of war, and thus will be able to 
absorb more gold. Moreover, it should be re- 
membered that comparatively quickly as the 
available free capital is absorbed by this war, 
so eventually in a comparatively brief space of 
time it will be restored, leaving the ultimate 
loss to be an 'indirect one, i.e. the failing to 
renew or improve the fixed capital to the same 
extent as otherwise would have been the case. 
Therefore, in a few years after peace is secured, 
the losses incurred by the war will be felt in a 
less degree on the supply of liquid values. But 
the holders of gold have a prior claim to the 
world's supply of liquid capital both of the 
present time and of the future. The demand 
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for this metal — quite apart from a general rise 
in prices — is therefore likely to continue even 
through a protracted war. 

In addition, take the case of Belgium, 

There were thousands of refugees who were 
in such dire need that they had to sue for 
charity in order to procure the bare necessaries 
of life, yet we know for a fact that they were 
wealthy men in their own land. 

Pay with a cheque on a bank of Antwerp I 
Who would take it ? No one. Even bank 
notes were not negotiable during the very first 
pitiable days. 

How could a Belgian then support himself 
and family through the early days of his exile ? 

Hard cash, gold ! that was the only solution, 
the only means of keeping "body and soul 
together ". 

This is just one instance which to some 
extent enables us to understand why gold — 
specially in these troublous times — is capable 
of having such an enormous influence over 
mankind. 

But what is the object then of these huge 
locked-up gold reserves? During times of 
peace it is twofold : — 
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1, To form the basis of the national currency, 
and 

2. To be employed for export in order to 
prevent the foreign exchanges from moving 
against the country as a consequence of un- 
favourable trade returns. 

In the present war, however, continental 
powers have so far neglected these two closely 
connected objects. Specie payment has been 
suspended, and we have seen the foreign ex- 
changes move against many of these countries 
to an unprecedented extent, without any ap- 
preciable amount of gold being exported in 
order to place the quotations on a normal 
footing. 

The reserves, which in many cases, as in 
Germany, have been further increased by draw- 
ing the coinage from the population by means 
of paper currency, seem to be held in readiness 
in order to induce confidence abroad or per- 
haps in the end — if all other means of obtaining 
foreign goods are exhausted — to be employed 
for the payments of such purchases. 

We do not as a rule approve of this policy. 
Why keep a substantial gold reserve and not 
use it for payments when required, and when 
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losses in the foreign exchanges can thereby be 
avoided ? 

But how is the case with Germany, for in- 
stance? Her currency had depreciated over 
10 per cent during the first ten months of the 
war. It is difficult to estimate how much gold 
she would have to export in order to create 
normal exchanges. A few transfers of gold 
have been made to Holland and Scandinavia, 
but so far only on a small scale and perhaps 
with a still smaller result, seeing that the 
effect of such transfers is felt not in the one 
country alone which receives the metal, but 
that it is disseminated over many countries 
through exchange dealers. 

If Germany endeavoured to restore her 
foreign exchanges it is not impossible that in 
the course of a short time she would have to 
export her last ounce of gold. And what 
would follow 1 She might then be unable to 
purchase from abroad even her most pressing 
needs. In short it comes to this, the man who 
has plenty of cash prefers to pay ready money 
for his goods, thus avoiding interest and com- 
mission (premium on the foreign exchanges). 
But those who are obliged to order more goods 
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than they are sure of being able to pay for at 
the time — being in low water — prefer, regard- 
less of accruing charges, not to pay ready cash, 
hoping that " better times are in store " for 
them. Meanwhile, they try to strengthen their 
credit by an apparently good balance on their 
banking account, which they calmly produce 
to their creditors in order to disarm any pos- 
sible growing suspicion, but of which they pay 
out only the most urgent demands, if their 
credit has entirely come to an end. 

England has so far been very successful in 
maintaining a free gold market. And why 1 
Because she has always been sure that the 
trade returns were such that there would be 
sufficient to meet all floating debts. 

Opinion has been unanimous that this was 
the soundest and most profitable policy to 
adopt, and therefore it raises the important 
question whether also in future — in spite of 
the huge expenses and imports which a long 
war entails — we shall be able to maintain this 
our free gold market. 

During the first ten months (August, 1914- 
June, 1915) we have had already to make good 
our trade returns, which have been more un- 
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favourable than those of the previous year to 
the extent of about £150 million, and we have 
also had to finance a part of the purchases of 
our Allies. From the means by which this 
was done, one might think it possible to get 
an indication as to how in future the still bigger 
differences could be met. On the 5th August, 
1914, the reserve of the Bank of England stood 
at less than £10 million and ten months later 
it was about five times as big. 

The bank rate was 5 per cent but the private 
discount rates were as low as 2^ per cent for 
three months' bank bills, and an abundance of 
money prevailed which has seldom been ex- 
perienced. Certainly so far a satisfactory 
state, and a mark of the strength and vitality 
of the Money Market. 

But is it prudent from this to draw optim- 
istic conclusions as to the future ? We shall 
find that the answer is likely to be in the 
negative if we carefully examine all the cir- 
cumstances of these first months. 

B. The Foreign Exchanges. 
The gold reserve of the country may well 
be likened unto a stronghold encircled and 
protected by its separate lines of defence. 
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There is the first line, the trade returns, 
which we have already considered. Should 
this line be in a questionable condition, there 
is still the second line to fall back upon, which 
can do its part by keeping the exchanges in 
our favour, and except by breaking this line 
and moving the exchanges against us, a suc- 
cessful attack on our gold stock cannot be 
made without a considerable loss. This second 
line of defence consists of the Bills of Ex- 
change. 

We have seen how before the war, England, 
practically speaking, served as financiers of 
the trade of the entire world. 

It was not alone shipments to our own 
country that we financed, but also cargoes 
that passed from one foreign nation to another 
without even touching these Islands, The 
following example is not new to most, that 
of the Chinese exporter who sells goods to an 
American importer, and the plan he goes 
upon for paying for same. The Chinaman 
draws a 3, 4, or 6 months' draft for the in- 
voice amount on a London accepting house, 
which accepts this draft for account of the 
American importer. As there is a big market 
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and implicit confidence in English bills practi- 
cally everywhere, the Chinese merchant can 
easily discount the bill and thus obtain pay- 
ment at once, whilst the American for the 
same reason, under normal conditions, is sure 
to be able to buy at reasonable price bills on 
London, which he must send in time to the 
accepting house, so that in its turn the latter 
is able to meet the acceptance at maturity. 

In a similar manner the so-called finance or 
blank drafts, representing no direct goods' 
transactions, were accepted for English as well 
as for foreign account. 

An enormous amount of such trade and 
finance bills were in circulation before the 
war, and they represented i)erhaps more than 
half of the world's trade. Of these, huge sums 
estimated at from £350 to £500 million, which 
were running during July, 1914, the greater 
portion was discounted in the London Money 
Market. Of this again a considerable^amount 
— perhaps over £250 million — was accepted 
for foreign account. Consequently, they re- 
presented the debts of other countries to 
England. All these drafts contributed to 
form a sort of International currency, and 
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gradually as this was diminished, or added to, 
the foreign exchanges would move either in 
our favour or against us. 

This International bill currency is what 
we have already referred to as the second line 
of defence. 

In time of peace, a rise in the bank rate 
and consequent rise in the private discount 
quotations, will have the result that fewer 
bills, especially fewer finance drafts, are drawn 
upon London, the reason being (amongst 
others) that the interest on the money thus 
borrowed becomes higher. The result is that 
already existing drafts fall due without being 
renewed. Foreign countries will consequently 
have to send remittances to England gradually, 
as new Sterling bills are forthcoming in 
smaller quantities. The demand for Sterling 
is intensified and it grows dearer. Thus the 
rise in the bank rate is in normal times an 
effective way of moving the foreign exchanges 
in our favour. 

But it is rather a slow proceeding and one 
which practically has an equal result all over 
the world, as England is not in a position to 
demand of one individual country immediate 
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repayment of the whole or part of the funds, 
lent out in this manner, but she must either 
definitely decline to renew such short loans, 
or agree to renew them only at a higher rate 
of interest, i.e. higher commission or private 
discount rates. It has therefore naturally 
been doubted whether this more defensive 
method would achieve its aim, and be suf- 
ficiently sharp in a crisis like this, and whether 
it would not have been desirable to have an 
additional line of defence, a third, consisting 
of a big portfolio of short bills drawn on and 
accepted by foreign banks. 

By throwing such a portfolio of short bills 
on one individual country into the market, it 
would be possible quickly to turn the exchanges 
of that particular countiy in our favour, with- 
out at the same time considerably altering the 
position in relation to other trade centres. 

It was thought that this method — with which 
French financiers are especially familiar — in 
addition to the supply of English bills, would 
be desirable, and might be useful for the pur- 
pose of meeting in case of need as a sort of 
counter attack, a drain on our gold stock from 
any particular source. 
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It is true that the regular means of raising 
the bank rate would prove insufficient at the 
time, when war was on the tapis, and when 
every one was anxious to secure funds regard- 
less of the cost. 

It is hard to explain therefore why the Bank 
of England went so far as to declare a 10 per 
cent discount rate on the 1st August, as such 
a rate at that time could have no influence 
over outside problems, and could contribute 
only to further increase uneasiness at the home 
market. 

However, it soon became apparent that 
anxiety as to the efficiency of our second line 
of defence was unnecessary. Here was London 
during those critical days of July- August, 1914, 
acting as creditor of the world, representing 
the Bank which provided the International 
currency and upon which heavy demands were 
made. How did the City meet these foreign 
demands ? By declining to renew nearly all 
engagements. But how could England expect 
to recover foreign debts at their maturity, if 
no fresh bills on London which debtors could 
buy up and remit to us were forthcoming ? 

Here is a weak point. The City took re- 



106 THE CITY— JULY, 1914-15 

course to the second line of defence before the 
first line was in such an unfavourable condition 
as to make it necessary. We might have de- 
ferred the cancelling of the credits for still 
some time longer, and so have earned the 
higher interest and commission on the capital, 
not recalling the money till the trade returns 
rendered it necessary and natural to accept — 
so to speak — ^repayment in the shape of goods. 

On the other hand, it is not easy to show 
why, through the very first days of the Ci'isis, 
the exchanges rose in our favour to such an 
extent that foreign debtors had to announce 
the impossibility of obtaining Sterling. 

Surely the constant huge reserves of Sterling 
bills kept abroad cannot have been exhausted 
by the repayment only of that comparatively 
small part of the debts, which fell due during 
those few days. What was the reason then 
why this defensive method of cancelling credits 
— contrary to the expectation of many — proved 
to be so quick in bringing about the result 
seen in the movements of the exchanges ? 

As in an internal crisis, the man in the street 
is eager to obtain that currency which never 
fails — gold, so the trade and finance houses 
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throughout the world on the first critical days, 
seem to have been too keen to obtain that In- 
ternational currency in which reposed — gold 
being out of reach — a quiet and common con- 
fidence. 

An explanation is thus to be seen in the 
circumstance, that we have witnessed one may 
almost say a kind of international " Hoard of 
Sterling ". This was the first crisis of such a 
considerable importance and magnitude, that 
we have had to pass through under the modern 
regime of financing the world's trade. And so 
it was excusable, indeed natural, that in that 
connection there was still experience to be 
gained. Therefore, setting aside all censure, 
it may be said that on those first perplexing 
and harassing days in our business relations 
with foreign countries, mistakes were made on 
both sides. This was one of the principal 
reasons for the extraordinary fluctuations in 
the foreign exchanges which we have experi- 
enced, and which only became possible because 
gold was practically prohibited from assuming 
its important function, that of final regulator 
of external debts. 

The following table indicates how the ex- 
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changes practically all rose in our favour to an 
extent hitherto unknown, whilst at the same 
time funds became more abundant as the 
supply of fresh bills relaxed. 

It is, therefore, not surprising that neutral 
countries were dissatisfied with having to cover 
their engagements at a big deficiency, and that 
in order to recoup themselves they were 
anxious to be able to draw upon London 
again, at a moment when the exchanges were 
high whilst the private discounts were low. 
To this end, it was pointed out from diflFerent 
quarters that the exchange conditions were 
disastrous to England also. For instance, it 
was stated that Sterling in Denmark at one 
time was paid at about 7 per cent above the 
par of exchange, whilst mark could be bought 
at about 5 per cent below. Consequently, if 
a German manufacturer offered goods in Den- 
mark equal to English goods, the English pro- 
duct — in order to be sold and other conditions 
being in just proportion — would have to be 
offered at about 12 per cent below the German 
quotation. For this reason it was stated that 
the English policy of finance was unsound, and 
that the best thing we could do was to try to 
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make the exchange more normal by granting 
fresh credits. 

These arguments were only correct in a 
sense. We should first remember that the im- 
ports of this country in normal times and es- 
pecially during a state of war, are considerably 
higher than the exports, and that obviously the 
high Sterling exchanges abroad are favourable 
for our imports, as they signify that the pur- 
chase power of the sovereign has increased. 

As regards the exports, it should be taken 
into account that the cost of raw material and 
necessaries of life imported from abroad, added 
to that of freight and working capital, gradu- 
ally increases in a country, proportionally to 
the extent to which the exchanges move against 
it. 

If, therefore, in the example, we consider the 
exchange conditions bring about the necessity 
for English goods to be 12 per cent cheaper 
than those of the Germans in order to find a 
Danish' buyer, these exchanges will tend at the 
same time to make it possible for the English 
merchant to sell his goods at the aforesaid dis- 
count of 12 per cent. 

On the other hand, it is true that Germany 
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actually has been able to sell some articles 
cheaper than England. Often, no doubt, by 
trading at a trifling profit, and by invoicing on 
the basis of prices paid for raw material secured 
before outbreak of war. However, we could 
aflPord to refuse to join in such an unhealthy 
competition, and soon Germany herself had in 
a measure to give up exporting on these lines. 

This question is rather a complicated one, 
and many reasonable arguments can be brought 
forward on either side. Therefore the main 
thing is to consider, not the number, but the 
importance of the various factors. And the 
arguments from abroad showing up the disad- 
vantage of the exchanges from an English point 
of view failed, because they were built on the 
assumption that the development of the ex- 
ports of this country was considered still to 
be of principal importance. 

It is not to be denied that we ought to do 
our utmost to prevent a further decline in ex- 
port, but our difficulty did not lie in lack of 
customers when goods were ready for sale, but 
in want of workmen to produce them. Our 
chief consideration at the beginning of the war 
was the momentous question how to acquire 
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sufficient material from abroad for war pur- 
poses. In that respect, the exchanges were of 
course a big advantage, and any alteration in 
this state of affairs could have been met only 
with regret. Would it then have been right — 
as suggested by neutral countries — to grant 
fresh credits on a large scale at a time when 
England had just called in the bulk of her 
floating capital ? 

It certainly was a great temptation to fin- 
anciers to employ a part of all the funds lying 
idle in the market during the first months of 
the year 1915. But sooner or later these funds 
would have to be used for the all-important 
purpose of financing the war, in other words 
would have to be recalled once more. Con- 
sequently, the result would have been renewed 
vigorous fluctuations in the exchanges, which 
also for the sake of neutral countries it was 
better to avoid. The more so, because already 
in the early spring of 1915, it became evident 
that in all probability the foreign exchanges 
would soon in a natural way assume a more 
normal character. 

Whilst, therefore, it seemed to have been 
unwise to recall such a big part of the floating 
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debts so abruptly during the beginning of the 
Crisis, it is to the credit of financiers that 
they did not try to recover the consequent 
loss by later on again temporarily employing 
the money. 

C. Our Gold Eeserve. 

We have seen why the City has been enabled 
to withstand the strain of the first part of the 
war apparently so successfully, and we can 
now understand why — ^as discussed in part A 
of this chapter — ^we must not from this present 
strong position, to some extent artificially 
created, be led to view the future through rose- 
coloured glasses. 

The acme of our strength appears to have 
been attained during December, 1914, and 
January, 1915. The gold reserve then stood 
at its highest, the private discounts at their 
lowest, whilst the rates of the foreign ex- 
changes were very favourable from our point 
of view. 

Our position is still very strong indeed, but 
in the course of time we must not be surprised 
to see the exchanges on most neutral countries 

follow those of New York, that is, move 

8 
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against us. When this occurs the power of 
our second line of defence, so far as it can 
be utilised safely, will have been exhausted. 
We have nothing more to protect our gold 
reserve, and when the gold points against us 
are reached, we must expect to be compelled 
to export part of our stock of gold. Now 
what quantity have we to meet such a drain ? 

On the 26th May the Bank of England kept 
coin and bullion £61,738,000, and gold held 
against currency notes amounted to £21| 
million — total about £90 million. To this 
sum may be added part of the gold in the 
possession of the joint stock banks and of the 
civil population. 

Before the war this was estimated to be 
about £140 million. 

The increase in the gold held by the Bank 
of England on the 26th May as compared with 
the 7th August represented about £34 million. 

If out of the weekly statements we add the 
gold received from abroad during that period, 
we get a total of about £49 million, or £15 
million more than the rise in the coin and 
bullion held by the Bank. This leads us to 
the conclusion that — provided no appreciable 
amounts have been taken out of the country 
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unofficially — the £10 million which the home 
circulation called for during the first days of 
the Crisis still remain in the hands of the 
public and the banks, and that in addition 
about £15 million have been absorbed. Thus 
at the end of May perhaps about £165 million 
were in private keeping. But to some extent 
this amount had changed hands. About £45 
million in one pound and ten shilling notes 
were then in circulation, and it is likely that 
the joint stock banks through which a great 
many of these notes were distributed, have re- 
tained a large portion of the gold which was 
drawn from the people in this manner. But 
if the banks are thus holding the gold, we may 
be able in case of emergency to look to them 
for assistance. 

Perhaps over £80 million are in this way 
being held as reserves by the joint stock banks. 

Hence we can reckon that about £170 million 
so to speak, are mobilised in this country for 
payments abroad if needful. 

It is a handsome sum. But is it big enough ? 

Even if we consider the new production of 
gold and the support which we have secured 
from our Allies — France and Russia — in the 
shape of remittances of gold, in the event of 
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our reserves falling below a certain limit, the 
amounts available do not seem particularly 
adequate for meeting eventual gold drain 
during a protracted war, when our trade re- 
turns are expected to become very unfavour- 
able. The question of the advisability of a 
bigger gold reserve might prove one day 
therefore to be a potent eye-opener. It is a 
problem which for the last twenty-five years 
has been discussed over and over again with- 
out our coming any nearer to a solution. 
There was, strictly speaking, no one whose 
duty it was to take the first step in the matter, 
and whilst a few agreed that a greater reserve 
was necessary, it appeared to be impossible 
to find a way out of the difl&culty, that is to 
say, as to how it should be increased and who 
should bear the cost of it ? 

After every recurring crisis the matter 
cropped up for discussion, but the position 
once more secured, the question again retired 
into the background. Criticism was quenched 
by pointing to the fact that, everything con- 
sidered, the reserve hitherto had proved all- 
sufficient for any severe emergency, and as it 
had been in the past, so most assuredly it 
would be in the future, etc., etc. 
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Also during the first part of this war we 
have heard expressions of satisfaction because 
our gold reserve had shown itself more than 
equal to its requirements. 

It had been often feared that in case of a 
war with Germany, for instance, she might 
weaken our position considerably by drawing 
a large quantity of gold from us shortly before 
outbreak of hostilities. 

Supposing Germany during June and July, 
1914, had dravm say £10 to 15 million, thus 
reducing the Coin and Bullion in the Issue 
Department to about £25 to 30 million ; she 
might have been able to do this — regardless 
of course of any expense connected therewith 
— and partly through other countries, without 
arousing any serious suspicion. What would 
have happened then ? Where would have 
been the gold reserve at the Bank of England 
which on the 5th August was less than £10 
million 1 

A serious panic might have followed. It is 
true that there was no such gold drain. Not 
perhaps, however, because it was impossible 
to effect, but owing more probably to political 
reasons. 

The explanation may be that Germany to 
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the very last hoped that we would stand aside 
in this war, and that in consequence her 
attention was engaged elsewhere. It is thus 
possible that the Crisis having passed so 
smoothly and satisfactorily, is due rather to 
happy circumstances than to any foresight 
practised on our part. Though therefore we 
have been fortunate in the beginning of the 
war, yet it may come home to each one of us 
that those who urged the necessity of keeping 
a bigger gold reserve, and who maintained 
that the comparatively insignificant cost con- 
nected with such an act, would be amply re- 
warded in the end, took a broader view of the 
situation. 

It is all right so far to play a game of tennis 
with only three balls, but after all it does put 
you off in your game, and moreover it does not 
look well, especially for those who take a 
pride in being the recognised champions of the 
world. 

So with regard to the trading community 
and the gold reserve. 

If England, the Champion, the leading 
Banker, had retained a substantial reserve, 
much anxiety in the past would have been 
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spared and not least during the first days of 
this great Crisis. And in addition, we should 
have been able now to look more confidently 
upon the future. 

As it is, we must ever keep in front of us 
not alone the stern necessity of rigidly practis- 
ing thrift in our daily life, but also the supreme 
importance of producing ourselves those es- 
sentials, which before the war formed part of 
the nation's imports. 

In this connection a question which for years 
has been neglected, that of a considerable 
increase in our agricultural products, should 
receive the first and highest attention. Both 
now and for some time after peace is secured, 
those industries should be cultivated and en- 
couraged which will bring about the exclusion 
of all imports not absolutely necessary to the 
country. Only by carrying this out can we 
hope that through a long drawn-out war, we 
shall be strong enough to uphold our policy of 
keeping a free gold market. 

But even if we succeed in doing so, it seems 
probable that when this war comes to an end 
our financial strength in a great measure will 
have deteriorated. 



CHAPTER VIII. 

ENGLAND AS THE WOELD'S OLEAEING 
HOUSE. 

England, as is well known, has succeeded in 
attaining the rank of chief creditor in the 
world's short loan market, and acts as a sort 
of clearing house for international debts which 
are settled here in the City often by mere book- 
transactions. It has thus gained a status 
which is well worth having, because it enables 
us to employ a vast sum of money profitably 
without transforming it into fixed capital. 

The present Crisis has fully testified to the 
infinite importance of this, and a comparison 
with the financial developments of France 
emphasises the fact. 

It was due to the circumstance that France 
had placed nearly all her capital in the shape 
of long loans, that — although she is one of the 
richest nations of Europe — her financial posi- 
tion was at first rendered extremely difficult. 

(120) 
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The profits which we directly earn in this 
manner are estimated to represent no less than 
about £40 million a year. 

To this must be added the great amount of 
business which our weight as financiers enables 
us to draw to the country, for instance, 
lucrative freight, insurance, etc., so that in a 
sense we are able to retain for ourselves the 
essence of all business transactions. This in- 
direct benefit is perhaps of still greater import- 
ance than that of the direct. 

And we must also include the political power 
which is the outcome of such a status, a power 
the full extent of which during this Crisis, will 
be realised perhaps only long after the termina- 
tion of war. In short, it is a position which 
both financially and politically is of great 
value. 

No wonder, then, that there have been rivals 
anxious " to step into our shoes ". As long as 
England was in full strength, such attempts, 
which were the result of this anxiety, met but 
with insignificant ends. 

However, we have come to the conclusion 
that it is well to be prepared to see our financial 
power somewhat reduced at the end of this 
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war. And consequently it becomes a vital 
question, whether in that case when war is 
over we shall be able to hold our position as 
leading bankers, or whether others will be able 
before we have recovered our strength to em- 
brace the opportunity of competing with us 
successfully. 

The country which will be our greatest rival 
in this respect is the United States of America. 
It is a country rich in natural resources, the 
position of which — should she remain neutral 
— will be strengthened to a very great extent. 
It is true that so far the States have been de- 
pendent on assistance from England for trad- 
ing purposes, and also that through the first 
months of this war they were unable even to 
think of financing other countries, as they 
themselves were passing through a severe 
crisis. 

The European upheaval came upon them 
perhaps at the most inopportune moment. 
Their trade returns had for months been 
against them, and in a business-like manner 
they had met the differences by big gold 
shipments to Europe to the value of over 
100 million dollars. 
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American financiers were not at all disturbed 
at this state of affairs, as they expected that 
when the grain and cotton were ready for ex- 
port in the autumn the gold would return in 
the usual manner. But with the war and its 
immediate consequences — lack of buyers on 
the part of Europe — the gold which was ex- 
pected failed to come. 

Moreover the States had to absorb a big 
quantity of securities, which on the first critical 
days were offered for sale in Wall Street for 
European account. If we add to this that at 
the same time England started to cancel credits 
given to American merchants, it can be easily 
understood that affairs were very serious 
indeed. 

Thus the United States were too weak to 
look out for fresh financial transactions during 
the first part of the war. Gradually, however, 
since then, conditions have altered. Their 
financial state has been brought to a normal 
footing. The exchanges which were greatly 
against them — at one time even 45 per cent 
— are now in their favour, and a large quan- 
tity of gold has been recovered by them. 
At the same time big profits have been made. 
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It may be that if they are ever to gratify their 
wish, namely that of ousting England from her 
leading position, the machinery of their home 
finance will have to be somewhat altered. 
Still, this could be overcome, and it is only 
natural that they should be anxious to suc- 
ceed. 

But it is quite as natural that — whilst ac- 
knowledging the right of free competition — 
we should do our utmost to continue to hold 
the enviable place, which for years has been 
our privilege, and to which our entire financial 
machinery has adapted itself. 

Are we likely then to be able to maintain 
this our standing ? We will examine its causes 
before replying. 

Let us suppose that Russia owes 95,000 
roubles to France, and France owes 250,000 
francs to the United States, and they again are 
debtors to Russia for the sum of 50,000 dollars. 
Under ordinary circumstances these differences 
could be met only by troublesome remittances 
from one country to another. But if the mer- 
chants of the different countries keep accounts 
in London, this chain of debts can all be 
settled without the transmission of funds, by 
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transfer of the equivalent ca. £10,000 from one 
account to another. 

In order to arrange such international clear- 
ing it is essential that all nations should employ 
one special currency besides their own, with 
which they could settle external debts. 

This International currency should be easily 
obtainable and saleable at any time ; its value 
should be fixed, that is, without big fluctuations, 
and it should be possible to regulate easily 
two opposite claims of different maturities 
against each other, that is, the facilities for 
discounting should be favourable. It has 
hitherto proved a moot question which uni- 
versal language such as Esperanto should be 
adopted, in order to lessen the difficulties of 
communication between people of diffferent 
nationalities. 

But in finance we have advanced one step 
further. The English pound Sterling has been 
unanimouslyaccepted as the universal currency. 
And why ? There are certainly many reasons, 
both financial, historical and geographical. 

1. Because the trade of the British Empire 
is by far the largest in the world. And here 
should be taken into consideration not only 
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(a) the trade returns of the United Kingdom 
which in themselves exceed those of any other 
country, but also (b) the trade between the 
Colonies, and moreover we should consider 
(c) the transactions of those countries — for 
instance the far East, part of South America 
and of Turkey, etc. — whose own currency is in 
such a condition and subject to such fluctua- 
tions that they necessarily must employ Sterling 
as an additional one. So that altogether per- 
haps up to three-quarters of the world's trade 
in any case would be financed and settled in 
the shape of Sterling bills. 

2. The enormous wealth of England enables 
her to grant credits on a big scale, and we 
have seen that it was necessary that one should 
be able to obtain easily and at any time this 
International currency against good security 
in the shape of free capital. Again, in the 
example indicating the way of financing tea 
exported from China to the United States, we 
saw that it was important that the exporter 
should be able to sell his Sterling bill without 
any difficulty, and al^o that the buyer in 
America should have no trouble in obtaining 
Sterling at reasonable price to cover his en- 
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gagement at maturity. The big market for 
Sterling everywhere makes this possible. But 
it is further regulated by the finance or blank 
drafts. 

There may be times when bills on London 
are in big demand. In the States for instance 
during the summer months. But when the 
grain and cotton crop is ready for export there 
is generally a plentiful supply of such bills. 

In order therefore to avoid too big fluctua- 
tions in the exchanges, the blank drafts come 
in. If discreetly used, they are drawn when 
Sterling is short, and in such a way that they 
are due at a time when otherwise the supply 
of bills on London would be too abundant. 
Thus the blank drafts help to regulate the 
amount of International currency in circula- 
tion, and their function is therefore of great 
importance. 

In this way, buyers and sellers under normal 
conditions rest sure in the fact that there can 
be no risk of considerable loss in the Sterling 
exchanges. The more so because 

3. London keeps a free Gold Market. The 
holder of an English bill knows that its value 
can be obtained in gold at the Bank of Eng- 
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land at any time, consequently he is never 
obliged to sell it at a loss greater than the cost 
of transferring gold to him from London. 

4. Finally, claims of different maturities 
can be settled easily against each other, as the 
London Discount Market — owing to the whole 
banking system of England — is ever able and 
ready to discount Sterling bills at comparatively 
low rates. We can thus see how satisfac- 
torily the Sterling bills fulfil the conditions 
which should be attached to such a universal 
currency. 

To this must be added the geographical 
position of Great Britain, as a natural con- 
nection between Western Europe and the 
New World, and her historic position as the 
centre of the largest empire of the world and 
the strongest sea power. 

These are some reasons for the fact that 
England has earned the privilege which once 
belonged to Venice and later on to Amsterdam, 
that of being regarded as representing the 
centre of commerce. 

Thus the great respect and confidence which 
has been gradually established in the English 
finance houses is now a matter of tradition. 
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The result again is that Sterling bills and 
balances in London are often held abroad as 
reserves instead of gold. But if other countries 
keep such biUs it means, in the end, that they 
leave the money in our charge, part of which 
we are able to employ once more. 

In addition, merchants of all nations are 
compelled to keep a balance in London which 
further contributes to increase our funds. So 
the strength of the London Money Market is 
greatly enhanced, just as the financial power of 
a joint stock bank is represented by its deposits 
as well as by its capital. 

Now we can realise what immense diffi- 
culties another country would have in ordinary 
times in taking this business from us. 

The same amount of free capital that we have 
at our disposal would not be sufficient, because 
ours is greatly increased by "Deposits" so to 
speak. 

And even if competitors succeeded in ob- 
taining sufficient funds, and in altering their 
monetary system in order to meet the necessary 
requirements, there would still be tradition, 
the custom of years, and the perfect confidence 

in English finance to fight against. 

9 
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These factors may be very difficult for a 
rival to overcome also in future. The more so, 
because those countries which naturally later 
on would be most anxious to be free of Eng- 
land as their bankers, that is our present 
enemies, will be compelled very possibly to use 
our services in order to be able to pay off 
gradually their present debts, in the shape of 
partly renewal of drafts, as it is unlikely that 
any rival of England would risk lending^to this 
class of our debtors sufficient funds to repay 
their obligations to London. 

And yet perhaps no time would be more 
opportune for a competitor to take possession 
of our financial position, than that through 
which we are now passing. 

As we have seen, there are still great and 
important factors in our favour, but we must 
guard against being over-confident. 

Let us be on the alert for all difficulties and 
prepare to meet them in the right way. We 
can now fully understand how deplorable it 
was that a Moratorium was declared at the 
beginning of the Crisis, a circumstance which 
could only lead to impair the trust reposed in 
our financial position by other nations. 
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And we can see how essential it is for this 
purpose also, that the City should come out of 
the war as strong as possible, able to maintain 
her free Gold Market and with favourable ex- 
changes, whilst at the same time the private 
discounts are kept on a moderate level. 

Moreover, it can be easily understood how 
necessary it is that, even through a long and 
expensive war, we do not recall all our float- 
ing debts from abroad but — as has been done 
hitherto — sustain our position as financiers 
although on a reduced scale. Otherwise, the 
work of renewing old connections after the war 
may become an insuperable difiiculty, and the 
benefit now gained might be onjy trifling, see- 
ing that if London entirely refuses to grant 
any credits at the present time, a great amount 
of funds held here for foreign account — which 
we agreed resembled the deposits of a bank — 
might be withdrawn. 

We have also shown that though the blank 
credits have often been misused and their 
equivalent employed as fixed capital, yet it is 
an unwise policy to do away with them alto- 
gether, and to try by this means to recover 
foreign debts. 
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Merchants of diflferent countries have of 
late done a great part of their business on a 
cash basis ; and they are anxious to be able 
to continue in the same way after the war, 
thus avoiding the three months' reimburse- 
ment credit on which many have lost con- 
siderably by being compelled to cover at a 
high premium. 

It may take some time to counteract this 
feeling against long Bills caused by the big 
fluctuations in the exchange. Such fluctua- 
tions should therefore be avoided in future as 
much as possible, and documentary and blank 
credits, if further reduced, should be cancelled 
in equal proportion. 

These are only a few of the most important 
problems, which have to be considered care- 
fully, in connection with the question how we 
are best able to hold the financial ground once 
gained. 

The issue of the war is naturally of the first 
importance ; still we ourselves can do our share. 

Of the big chain of factors which combined 
form the London Money Market, the accepting- 
houses are those which are in the closest touch 
with foreign countries. They establish the 
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link by whose means, in the first instance, this 
finance business, which is of the highest im- 
portance to the whole trading community, is 
conducted. 

It was they who had to meet from abroad 
the immediate shock of the Great Crisis, and 
consequently were in the front rank of those 
who were thrown into difficulties. 

On the other hand, these houses will have 
to be the pioneers of the work of re-organiza- 
tion. So much depends upon their energy and 
ability to adapt themselves to the new order 
of things. And one thing is indispensable, to 
wit, that these accepting houses and also such 
banks carrying on similar transactions, in the 
very beginning must work more closely together 
than has yet been the case. 

Let nothing such as fear of competition 
amongst ourselves separate us during the first 
difficult period after the war. 

It would appear advisable in the circum- 
stances to form a Committee from the repre- 
sentatives of the accepting houses, and also of 
the banks, discount brokers, and other factors 
representing the Money Market, for the purpose 
of investigating all questions of importance in 
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connection with the position of London as 
clearing banker [of the world. The work of 
such a Committee should be twofold : — 

A. Whilst the war lasts to become cognisant 
of the precise financial attitude of other nations, 
and to consider the many problems some of 
which have already been pointed out above. 
To give counsel in questions concerning our 
financial relations with foreign countries, and 
if it be necessary to recall more funds still from 
abroad, to show also how this should best be 
done. 

In short — whilst always bearing in mind 
the stern necessity of bringing the war to a 
successful end and of providing the capital re- 
quired for that purpose — yet at the same time 
to advise as to how these sacrifices could be 
made without weakening one particular point 
to such an extent that our position as leading 
bankers be shaken. 

B. Moreover, if it succeeded in guiding our 
financial policy in the right direction, it would 
be able to control and decide the broad prin- 
ciple upon which funds available at the con- 
clusion of war should best be employed. 

We want to retain our position as leading 
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financiers, but it is also our duty to see to it 
that at the critical period in the financial history 
of the world — which the time immediately fol- 
lowing the termination of war certainly will be 
— the funds and working capital available will 
not be distributed more or less indiscriminately, 
but will be circulated over the globe by the 
right channels to those places where it is most 
urgently needed. So that the big set back in 
the world's progress which has been caused by 
the war may be overcome as expeditiously and 
smoothly as possible. 

A Committee appointed on the lines already 
suggested, perhaps as a branch of the Com- 
mittee of the accepting houses now existing, 
and in close co-operation with the War Trade 
Department,^ and which should stand fully 
organised on the declaration of peace, might 
be of inestimable value for this reason also ; 
and with the co-operation of the body of 
discount houses and brokers, its power would 
be sufficient to ensure that its regulations 
would be followed. In a Crisis like this, man 
is apt to regard his own particular work in life 
as the most important, and the one which — 
1 See Appendix I, n. 
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whatever may happen — "must not go to the 
wall". Hence, claims are brought forward 
from all parts, which it would be impossible 
for those who are responsible for the manner 
of conducting the war to meet in full. So we 
should refrain from looking upon the function 
of the banks and finance houses with foreign 
connections from a one-sided point of view. 

However, we have seen of what infinite im- 
portance their function — as the link between 
the outside world and the Money Market — is 
to the whole country. 

And whilst the result of appointing such an 
Advisory Committee from the finance houses, 
and others interested, could never be a nega- 
tive one even under the most adverse circum- 
stances ; on the other hand, such an elected 
body might be the means of steering us safely 
through many perplexities. 

In fact, there would be a great work for such 
a Committee to take up both now and after the 
war, and its organisation would no doubt con- 
tribute to the assurance that, as in the past so 
in the future, England would be looked upon 
as the clearing banker of the world. 



CHAPTER IX. 

CONCLUSION. 

We have seen how the present Crisis — although 
the possibility and consequences of war had 
been discussed every now and again — found 
the City quite unprepared for it ; and that, in 
spite of this, it was met with admirable 
courage and determination not unmixed with 
foresight ; so that — quite apart from any small 
errors of judgment which in the circumstances 
naturally would arise — ^we have reason to be 
satisfied with the financial progress during the 
grave season referred to. It is the more gratify- 
ing because finance may still prove to be a 
powerful weapon in this war. 

However, we must not let this possibility 
allow us to neglect the all-important work 
before us at the front. 

It is true that our financial superiority, and 

the modern development and employment of 

(137) 
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capital, would lead one to suppose that this 
would be a short war. 

But even a war which lasted — say for five 
years or so — could in truth be called short, 
when compared with other European struggles 
of the same magnitude, of which such great 
issues were at stake. 

And there is the more reason to think that 
hostilities may last for some time, because this 
is not a war where the ultimate gain can be 
compared with sacrifice of material, it is rather 
a moral fight which the two opposing groups 
are likely to continue to the bitter end regard- 
less of any cost. 

But if this is going to be a long-drawn-out 
struggle it seems likely that at the finish our 
financial strength will be much weakened. 

There is also an end to our purse. 

And as we were in such a state of unreadi- 
ness and have had to raise and equip new 
armies, we — more than any other of the belli- 
gerents — have been compelled to import big 
quantities of war material from abroad. Our 
imports have consequently largely increased, 
whilst our exports are hampered by lack of 
labour engaged elsewhere. Besides, we have 
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to assist our Allies with payment of their 
foreign debts. 

All this will make the financial burden of 
England a heavy one during the next few years. 
The sums spent in this country are not likely 
to cause any acute serious trouble, although 
the manner in which such money is raised is 
also a question of great importance. 

Of still more immediate account, however, is 
our position with regard to our external 
balance-sheet. We have seen that beyond 
our ordinary resources, perhaps £300 to £400 
million will have to be found for payments of 
increased imports, etc. 

This is a grave problem, and we must not 
attempt to minimise its gravity by pointing to 
the satisfactory manner in which such payments 
abroad were met during the first year of war, 
for this reason, that though our actual stock 
of gold had become much larger, yet our 
"second line of defence" — the bills accepted 
for foreign account, which for this purpose are 
of the same value as gold — had been used to a 
great extent. And we might be running a 
great risk in calling in still more of these 
short loans, as by doing so our position as 
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clearing bankers of the world might be in 
jeopardy. 

If, therefore, drastic economy on the part of 
-every individual be not practised, export of 
much of our gold may become necessary in 
order to keep the exchanges at normal quota- 
lions. 

It is true that we have a big quantity of 
.^old mobilised for emergency purposes, and 
yet the amount is not actually very great as 
^jompared with the huge trade-balance expected 
to be against us. 

It may therefore still come home to us that, 
-after all, it would have been wise to have kept 
-a bigger gold reserve. 

If this had been done, we should have felt 
more certain of what now we can only hope, 
or perhaps have reason to hope, that even 
through a protracted war we shall be able to 
teep a free Gold Market. We have seen how 
important this is for the upholding of our 
.position as leading bankers of the world. 
-An enviable position certainly, and well worth 
keeping ! But there are dangerous rivals 
.:abroad ; and if we wish to uphold it, all our 
-effoiis will have to be to the fore. 
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We have seen how, for this purpose, it would 
be advisable that those houses whose business 
it will be first to start the work of re-organiz- 
ing financial transactions in the world's short- 
loan market, should appoint a Committee 
amongst themselves, which should include- 
likewise other factors representing the Money 
Market. 

Though there are many various interests, 
which those responsible for the conduct of 
war have to consider, and to weigh the one 
against the other, yet it seems desirable that, 
the movements in our Discount Market — 
amongst other things, the extent to whicb- 
Treasury bills should be offered, the foreign, 
exchanges and the gold question — should all 
be watched carefully by such an Advisory 
Committee, and considered from their point, 
of view. 

And this Committee could in its turn sug- 
gest the best possible means for raising funda: 
for war purposes, without at the same time 
endangering our position as leading bankers. 
Moreover, it would facilitate the work of the 
finance houses, as certain lines of policy, to- 
be adopted both before and during the early 
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years of peace, could be determined. There 
will certainly be many difficult problems for 
these houses to solve, and it is most essential 
that they should hold together through the 
first trying days. 

In this way it would seem that we might be 
able also after the war to turn the stream of 
free capital into the right channels, and to- 
wards those places which most urgently re- 
quired it, whilst our customers abroad, more 
than ever before, would be able to know their 
«xact position, seeing that in such a case the 
policy of all our finance houses would follow 
identical lines. 

The forming of such a Committee might 
therefore prove valuable in helping to make 
it possible to hold the financial position once 
secured. 

But there is another matter which — above 
all — requires attention. 

The great amount of borrowed money spent 
in this country, and the higher earnings of 
many who are not accustomed to such ad- 
vanced wages, would naturally often lead to 
extravagance. Yet it must be brought home 
to everyone that it is our bounden duty to 
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abstain from lavish expenditure, buying only 
the actual necessaries of life, and to see to it 
that all of these — which in some way or other 
could — also should be acquired from the home 
market. 

All who spend money on luxuries in order 
to support certain particular callings, err on 
the same side as those who give promiscuous 
charity. Just as closed doors everywhere 
would soon force a beggar to work, so those 
engaged in unproductive and unnecessary oc- 
cupations could be transferred in a short time 
to employment more profitable and useful to 
the country. 

To sum up : Rigid economy and retrench- 
ment in every household — hard strenuous work 
so organised that every member of the com- 
munity should get the opportunity of using all 
his ability for the common cause, and so also 
that big and difficult tasks too heavy for one 
alone shall be solved by sharing the burden 
shoulder to shoulder with others. 

These are the two duties which each one of 
us here at home should lay to heart, and 
promptly fulfil with undaunted courage and 
perseverance. 
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Here we can learn something even from our 
enemies. 

It is well that it should be realised to what 
an enormous extent the combined efforts of 
the civil population, and the sacrifices made 
during this short period, will affect the whole 
future of the country. 

That nation which, while engaged in the 
struggle, at the same time has the foresight and 
the strength to look ahead, is the nation which, 
if a loser, will be able to minimise the con- 
sequences, and if a winner, will be in a position 
to derive the highest benefit out of the situa- 
tion. 

Let us all pull together and strain every nerve, 
so that in our united efforts as members of one 
body, we may succeed not alone in keeping or 
bettering our position as the greatest Empire 
of the world, but, in addition, so that with 
justice we may rest in the assurance of having 
earned the right to be regarded in the future 
also as the true leaders of mankind. 



APPENDIX I. 

TEADING WITH THE ENEMY. 

A. 
FINAITCIAL ASSISTANCE TO ENEMY GOVEENMENT. 

Proclamation, dated August 5, 1914, notifying that 
Beitish Subjects conteibuting to a Loan baibed 

ON BEHALF OF THE GeBHAN EmFEBOB OB CON- 
TEACTING WITH THE GeBMAN GoVEENMENT, WILL BE 

GUILTY OF High Tbeason as adhebing to the 
King's Enemies. 

A Proclamation notifying that British Subjects contri- 
buting to a Loan raised on behalf of the German 
Emperor or contracting with the German Government, 
will be guilty of High Treason as adhering to the 
King's Enemies. 

George B.I. 

Whereas a state of war exists between Us and the Ger- 
man Emperor. 

And whereas it constitutes adherence to Our enemies 
for any of Our subjects or persons resident or being in Our 
Dominions during the continuance of the state of war to 
contribute to or participate in or assist in the floating of 
any loan raised on behalf of the said Emperor, or to ad- 
vance money to or enter into any contract or dealings 
whatsoever with the said Emperor or his Government 

(145) 10 
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(save upon Our Command), or otherwise to aid, abet, or 
assist the said Emperor or Government : 

Now, therefore, We do hereby warn all Our subjects 
and all persons resident or being in our Dominions who 
may be found doing or attempting any of such treasonable 
acts as aforesaid that they will be liable to be apprehended 
and dealt with as traitors and will be proceeded against 
with the utmost rigour of the law. 

God save the King. 

B. 

TEADING WITH THE ENEMY. 
OFFICIAL GUIDANCE FOE BRITISH FIEMS. 

The following official announcement has been issued by 
the Treasury, and published in The Times of the 22nd 
August, 1914 :— 

Some doubts having arisen as to the meaning and 
application of the Proclamation against trading with the 
enemy, the Government authorize the following explana- 
tion to be published : — 

(1) For the purpose of deciding what transactions with 

foreign traders are permitted, the important thing 
is to consider where the foreign trader resides and 
carries on business, and not the nationality of the 
foreign trader. 

(2) Consequently, there is, as a rule, no objection to 

British firms trading with German or Austrian 
firms established in neutral or British territory. 
What is prohibited is trade with am/ firms estab- 
lished in hostile territory. 

(3) If a firm with headquarters in hostile territory has 

a branch in neutral or British territory, trade with 
the branch is (apart from prohibitions in special 
cases) permissible, as long as the trade is bona fide 
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with the branch, and no transaction with the head 
office is involved. 

(4) Commercial contracts entered into before war broke 
out with firms established in hostile territory can- 
not be performed during the war, and payments 
under them ought not to be made to such firms 
during the war. Where, however, nothing remains 
to be done save to pay for goods already delivered 
or for services already rendered, there is no objec- 
tion to making the payment. Whether contracts 
entered into before war are suspended or terminated 
is a question of law which may depend on circum- 
stances, and in cases of doubt British firms must 
consult their own legal advisers. 

This explanation is issued in order to promote confidence 
and certainty in British commercial transactions ; but 
it must be understood that, in case of need, the 
Government will still be free to impose stricter 
regulations or special prohibitions in the national 
interest. 

C. 

The Tbading with the Bnbmt Pboclamation, No. 2. 
Dated Septbmbbb 9, 1914. 

A Proclamation relating to Trading with the Enemy. 

George B.I. 

Whereas a state of War has existed between Us and the 
German Empire as from 11 p.m. on 4th August, 1914, 
and a state of War has existed between Ds and the Dual 
Monarchy of Austria-Hungary as from midnight on 12th 
August, 1914: 

And whereas it is contrary to law for any person resident 
carrying on business or being in Our Dominions, to trade 
or have any commercial or financial transactions with any 
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person resident or carrying on business in the German 
Empire or Austria-Hungary without Our permission : 

And whereas by Our Proclamation of the 5th August, 
1914, relating to trading with the Enemy, certain classes 
of transactions with the German Empire were prohibited : 

And whereas by paragraph 2 of Our Proclamation of the 
12th August, 1914, the said Proclamation of the 5th August, 
1914, was declared to be applicable to Austria-Hungary : 

And whereas it is desirable to restate and extend the 
prohibitions contained in the former Proclamations, and 
for that purpose to revoke the Proclamation of the 5th 
August, 1914, and paragraph 2 of the Proclamation of the 
12th August, 1914, and to substitute this Proclamation 
therefor : 

And whereas it is expedient and necessary to warn all 
persons resident, carrying on business or being in Our 
Dominions, of their duties and obligations towards Us, Our 
Crown, and Government : 

Now, therefore. We have thought fit, by and with the 
advice of Our Privy Council, to issue this Our Eoyal Pro- 
clamation declaring and it is hereby declared as follows : — 

1. The aforesaid Proclamation of the 5th August, 1914, 
relating to trading with the Enemy, and paragraph 2 of the 
aforesaid Proclamation of the 12th August, 1914, together 
with any public announcement officially issued in explana- 
tion thereof, are hereby, as from the date hereof, revoked, 
and from and after the date hereof, this present Proclama- 
tion is substituted therefor. 

2. The expression " enemy country " in this Proclama- 
tion means the territories of the German Empire and of the 
Dual Monarchy of Austria-Hungary, together with all the 
colonies and dependencies thereof. 

3. The expression " enemy " in this Proclamation means 
any person or body of persons of whatever nationality 
resident or carrying on business in the enemy country, but 
does not include persons of enemy nationality who are 



TRADING WITH THE ENEMY 149 

neither resident nor carrying on business in the enemy 
ooontry. In the case of incorporated bodies, enemy char- 
acter attaches only to those incorporated in an enemy 
country. 

4. The expression " outbreak of war " in this Proclama- 
tion means 11 p.m. on the 4th August, 1914, in relation to 
the German Empire, its colonies and dependencies, and 
midnight on the 12th August, 1914, in relation to Austria- 
Hungary, its colonies and dependencies. 

5. From and after the date of this Proclamation the 
following prohibitions shall have e£fect, (save so far as 
licences may be issued as hereinafter provided), and We 
do hereby accordingly warn all persons resident, carrying 
on business or being in Our Dominions — 

(1) Noti to pay any sum of money to or for the benefit 

of an enemy. 

(2) Not to compromise or give security for the payment 

of any debt or other sum of money with or for the 
benefit of an enemy. 

(3) Not to act on behalf of an enemy in drawing, accept- 

ing, paying, presenting for acceptance or payment, 
negotiating or otherwise dealing with any negotiable 
instrument. 

(4) Not to accept, pay, or otherwise deal with any 

negotiable instrument which is held by or on behalf 
of an enemy, provided that this prohibition shall not 
be deemed to be infringed by any person who has 
no reasonable ground for believing that the instru- 
ment is held by or on behalf of an enemy. 

(5) Not to enter into any new transaction, or complete 

any transaction already entered into with an enemy 
in any stocks, shares, or other securities. 

(6) Not to make or enter into any new marine, Ufe, fire 

or other policy or contract of insurance with or for 
the benefit of an enemy ; nor to accept, or give effect 
to any insurance of, any risk arising under any 
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policy or contract of insierance (inchuUng re-insur- 
ance) made or entered into with or for the benefit of 
an enemy before the outbreak of War. 

(7) Not directly or indirectly to supply to or for the use 

or benefit of, or obtain from, an enemy country or 
an enemy, any goods, wares or merchandise, nor 
directly or indirectly to supply to or for the use or 
benefit of, or obtain from any person any goods, 
wares or merchandise, for or by way of transmission 
to or from an enemy country or an enemy, nor 
directly or indirectly to trade in or carry any goods, 
wares or merchandise destined for or coming from 
an enemy country or an enemy. 

(8) Not to permit any British ship to leave for, enter or 

communicate with, any port or place in an enemy 
country. 

(9) Not to enter into any commercial, financial or other 

contract or obligation with or for the benefit of an 
enemy. 

(10) Not to enter into any transactions with an enemy 
if and when they are prohibited by an Order of 
Council made and published on the recommendation 
of a Secretary of State, even though they would 
otherwise be permitted by law or by tUs or any other 
Proclamation. 

And we do hereby further warn all persons that whoever 
in contravention of the law shall commit, aid, or abet any 
of the aforesaid acts, is guilty of a crime and will be liable 
to punishment and penalties accordingly. 

6. Provided always that where an enemy has a branch 
locally situated in British, allied, or neutral territory, not 
being neutral territory in Europe, transactions by or with 
such branch shall not be treated as transactions by or with 
an enemy. 

7. Nothing in this Proclamation shall be deemed to pro- 
hibit payments by or on account of enemies to persons 
resident, carrying on business or being in Our Dominions, 
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if such payments arise out of transactions entered into 
before the outbreak of War or otherwise permitted. 

8. Nothing in this Proclamation shall be taken to prohibit 
anything which shall be expressly permitted by Our licence, 
or by the licence given on Our behalf by a Secretary of 
State, or the Board of Trade, whether such licences be 
especially granted to individuals or be announced as apply- 
ing to classes of persons. 

9. This Proclamation shall be called the Trading with 
the Enemy Proclamation, No. 2. 

God Save the King. 

D. 

Licence qeanted by the Sbcebtaby op State, 
Septbmbeb 22, 1914, undee the Teading with 
THE Enemy Peoclamation, No. 2, pbemittinq 
CEETAiN Payments, Exchange Teansactions and 
Beceifts. 

"Whereas by paragraph 5 (1) of the Trading with the 
Enemy Proclamation, No. 2, dated September 9th, 1914, 
the payment of any sum of money to or for the benefit of 
any person or body of persons resident in the territories of 
the German Empire or in the Dual Monarchy of Austria- 
Hungary or in the respective colonies and dependencies 
thereof, in this licence and in the said Proclamation re- 
ferred to as " enemy country," is prohibited : 

And whereas by paragraph 8 of the said Proclamation it 
is provided that nothing in the Proclamation shall be taken 
to prohibit anything which shall be expressly permitted by 
the licence of a Secretary of State, whether such licence be 
expressly granted to individuals or be announced as apply- 
ing to classes of persons : 

Now I, the Bight Honourable Beginald McKenna, one 
of His Majesty's Principal Secretaries of State, hereby 
authorize such persons as may be empowered by the Lords 
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Commissioners of His Majesty's Treasury in that behalf to 
make such payments and to carry out such exchange 
transactions for the benefit of persons resident in an enemy 
country as their Lordships may from time to time sanction, 
or to receive payment of monies from persons resident in 
an enemy country in such cases as their Lordships may 
from time to time sanction. 



B. McKenna. 



Home Of&oe, Whitehall, 

22nd September, 1911. 



B. 

Licence granted by the Boabd of Tbadb, Sbf- 

TEBIBEB 25, 1914, TJNDEB THE TbADINQ WITH THE 

Enemy Pboolamation, No. 2, permitting Bbitish 
Owners of Oabgo lying in Neutral Poets in 
Enemy-owned Ships to pay Freight. 

"Whereas by paragraph 5 of the Trading with the Enemy 
Proclamation, No. 2, dated the ninth day of September, 
1914, all persons resident, carrying on business, or being 
in the King's Dominions were prohibited from doing certain 
things save so far as licences might be issued enabling 
them so to do. 

And whereas by paragraph 8 of the aforesaid Proclama- 
tion it is provided that nothing in such Proclamation shall 
be taken to prohibit anything which shall be expressly per- 
mitted by the King's licence or by the licence given on His 
behalf by a Secretary of State or the Board of Trade, 
whether such licences be especially granted to individuals 
or be announced as applying to classes of persons. 

Now, therefore, the Board of Trade hereby announce 
that British owners of cargo now lying in a neutral port in 
a ship owned by an enemy may for the purpose of obtain- 
ing possession of such cargo pay freight and other 
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necessary charges to the Agent of the shipowner at such 
port. 

G. S. Barnes, 
A Secretary to the Board of Trade. 

Board of Trade, S.W., 

25th September, 1914. 

F. 

Board of Tbade Announoememt of Septembbb 27, 
1914, AS to Bbitish Gabooes in Eneut Ships in 
Neutbaii Pobts. 

In response to numerous inquiries with regard to the 
procedure to be adopted by the owners of British cargo in 
enemy ships in neutral ports in order to safeguard their 
interests, the Board of Trade, on the recommendation of 
the Committee on Diverted Cargoes, offer the following 
suggestions and observations ; — 

(1) The Foreign Office have issued instructions to 
British Consuls to give all possible assistance to 
British owners of cargo in enemy ships. 

(2) In the case of the sale or attempted sale of the 

cargo by the Master of the ship, it may be open 
to the owner of the cargo to obtain redress by 
legal proceedings in the local courts, and the owner 
of the cargo, if he desires to take such proceedings, 
should, whenever practicable, instruct local agents 
to take the necessary steps. 

(3) If, in line of such action, the owner of the cargo 

desires to arrange for the delivery of the cargo 
itself, or of the proceeds, if the cargo has been sold, 
he should give a power of attorney to a local agent 
with authority to arrange for the transhipment or 
storage of the cargo, or to receive the proceeds. 
This transaction would probably involve the pay- 
ment to the Master of the ship of the freight and 
other charges. 
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The Board of Trade, in pursuance of their powers under 
paragraph 8 of the Trading with the Enemy Proclamation, 
No. 2, dated 9th September, 1914, have decided that pay- 
ments may be made by British subjects to the agents of 
enemy shipowners for the purpose of obtaining possession 
of their cargoes in neutral ports. 

Board of Trade, 

27th September, 1914. 

G. 

FbOOLAUATION, dated OCTOBEB 8, 1914, AMENDIHa THB 

Teadinq with the Enemy Proclamation, No. 2. 

A Proclamation relating to Trading with the Enemy. 
George B.I. 

Whereas it is desirable to amend Our Proclamation of 
the 9th September, 1914, called " The Trading with the 
Enemy Proclamation, No. 2 " : 

Now, therefore. We have thought fit, by and with the 
advice of Our Privy Council, to issue this Our Eoyal Proc- 
lamation declaring and it is hereby declared as follows : — 

1. Paragraph 5, heading (6), of the Trading with the 
Enemy Proclamation, No. 2, is hereby revoked, and in lieu 
thereof the following heading shall be inserted in the said 
paragraph 5 as from the date hereof : — 

(6) " Not to make or enter into any new marine, life, fire 
or other policy or contract of insurance (including re- 
insurance) with or for the benefit of an enemy; nor to 
accept, or give e£feot to any insurance of, any risk arising 
under any policy or contract of insurance (including re-in- 
surance) made or entered into with or for the benefit of an 
enemy before the outbreak of war ; and in particular as 
regards Treaties or Contracts of re-insurance current at the 
outbreak of war to which an enemy is a party or in which 
an enemy is interested not to cede to the enemy or to accept 
from the enemy under any such Treaty or Contract any 
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risk arising under any policy or contract of insurance- 
(including re-insuranoe) made or entered into after the out- 
break of war, or any share in any such risk." 

2. — (1) The expression "Order of Council made and 
published on the recommendation of a Secretary of State " 
in paragraph 5, heading (10), of the Trading with the- 
Enemy Proclamation, No. 2, shall, as regards persons- 
resident carrying on business or being in Our Dominions- 
beyond the Seas, be taken to mean an Order of the Governor 
in Council published in the Official Gazette. 

(2) The expression "Governor in Council" in thia 
paragraph means as respects Canada the Governor-General 
of Canada in Council, as respects India the Governor- 
General of India in Council, as respects Australia th& 
Governor-General of Australia in Council, as respects New^ 
Zealand the Governor of New Zealand in Council, as re- 
spects the Union of South Africa the Governor- General of 
the Union of South Africa in Council, as respects New- 
foundland the Governor of Newfoundland in Council, and 
as respects any other British Possession the Governor of 
that Possession in Council. 

3. The power to grant licences on Our behalf vested by- 
paragraph 8 of the Trading with the Enemy Proclamation^ 
No. 2, in a Secretary of State may be exercised in Canada, 
India, Australia and the Union of South Africa by the 
Governor-General, and in any British Possession not in- 
cluded within the limits of Canada, India, Australia or 
South Africa by the Governor. 

4. In this Proclamation the expression "Governor- 
General " includes any person who for the time being has- 
the powers of the Governor-General, and the expression 
" Governor " includes the Officer for the time being ad- 
ministering the Government. 

5. Notwithstanding anything contained in paragraph 6- 
of the Trading with the Enemy Proclamation, No. 2, wher& 
an enemy has a branch locally situated in British, allied or 
neutral, territory, which carries on the business of insur- 
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ance or re-insurance of whatever nature, transactions by or 
with such branch in respect of the business of insurance 
or re-insurance shall be considered as transactions by or 
with an enemy. 

6. This Proclamation shall be read as one with the 
Trading with the Enemy Proclamation, No. 2. 

God save the King. 



FbociiAmation, dated Octobeb 26, 1914, extbndinq 

THE PbOHIBITIOKS CONTAINED IN THE TbADINQ WITH 

THE Enemy Pboolamation, No. 2. 

A Proclamation extending the Prohibitions contained 
in the Proclamation of the 9th September, 1914, re- 
lating to Trading with the Enemy. 

George B.I. 

Whereas by our Proclamation dated the 9th day of Sep- 
tember, 1914, called the Trading with the Enemy Pro- 
clamation, No. 2, certain prohibitions, as therein more 
specifically set forth, were imposed upon all persons therein 
referred to : 

And whereas by Our Proclamation dated .the 30th day 
of September, 1914, the prohibitions contained in the 
Trading with the Enemy Proclamation, No. 2, were ex- 
tended, and the importation of sugar was prohibited as 
therein more specifically set forth : 

And whereas by Our Proclamation dated the 8th day of 
October, 1914, Our Proclamation of the 9th September, 
1914, called the Trading with the Enemy Proclamation, 
No. 2, was amended as therein more specifically set forth : 
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And whereas it is desirable to revoke Our ProolamatioQ 
dated the 30th day of September, 1914 : 

Now, therefore. We have thought fit, by and with the 
advice of Our Privy Council, to issue this Our Eoyal Pro- 
clamation declaring, and it is hereby declared, as follows : — 

1. The aforesaid Proclamation of the 30th day of Sep- 
tember is hereby as from the date hereof revoked, and from 
and after the date hereof this present Proclamation is sub- 
stituted therefor. 

2. The importation into the United Kingdom of all sugar 
is hereby prohibited, provided that the foregoing prohibi- 
tion shall not extend to sugar (not being raw or refined 
sugar made or produced by an enemy or in an enemy 
country, or refined sugar made or produced from raw sugar 
made or produced by an enemy or in an enemy country) — 

(a) cleared from the port of shipment to this country on 
or before the 26 October, 1914 ; 

{b) imported under contract made prior to the 4th August, 
1914. 

3. Nothing in this Proclamation shall be taken to pro- 
hibit anything which shall be expressly permitted by Our 
licence, or by the licence given on Our behalf by a Secretary 
of State or the Board of Trade, whether such licence be 
granted especially to individuals or be announced as apply- 
ing to classes of persons. 

4. The words "enemy" and "enemy country'' and 
" person " shall have the same meaning in this Our Procla- 
mation as in Our said Proclamation of the 9th day of 
September, 1914. 

God Save the King. 
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I. 

lilOBNOE GEANTBD BY THE BOABD OP TbADB, NOVEMBER 
4, 1914, UNDEB THE TbADING WITH THE BnEMY PbO- 
OLAMATION, No. 2, AS AMENDED BY FbOCLAMATION OF 
OCTOBEE 8th, 1914, PBBMITTINQ PAYMENT OF OEETAIN 

Fees in bespect op Patents, Designs and Tbadb 
Mabes. 

Board of Trade, Whitehall. 

"Whereas by Eoyal Proclamation relating to Trading with 
4ihe Enemy, dated the 9th day of September, 1914, it was, 
Amongst other things, declared as follows : — 

" The expression ' enemy country ' in this Proclamation 
means the territories of the German Empire and 
of the Dual Monarchy of Austria-Hungary, to- 
gether with all the Colonies and Dependencies 
thereof. 

" The expression ' enemy ' in this Proclamation means 
any person or body of persons of whatever nation- 
ality resident or carr3dng on business in the enemy 
country, but does not include persons of enemy 
nationality who are neither resident nor carrjdng 
on business in the enemy country. In the case of 
incorporated bodies enemy character attaches only 
to those incorporated in an enemy country." 

And whereas it was also declared by the said Proclama- 
tion that from and after the date of the said Proclamation 
the persons therein referred to were prohibited from doing 
certain acts therein more specifically mentioned : 

And whereas it was further declared by the said Pro- 
clamation as follows : — 

"Nothing in this Proclamation shall be taken to pro- 
hibit anything which shall be expressly permitted 
by Our licence or by the licence given on our behalf 
by a Secretary of State or the Board of Trade 
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whether such licences be specially granted to indi- 
viduals or be announced as applying to classes of 
persons." 

And whereas in pursuance of the powers conferred by 
the Trading with the Enemy Proclamation, No. 2, the 
Board of Trade, acting on behalf of His Majesty by licence 
dated the 23rd day of September, 1914, granted licence to 
the persons therein referred to to pay the fees therein more 
specifically mentioned : 

And whereas by Proclamation dated the 8th day of 
October, 1914, the said Proclamation dated the 9th day of 
September, 1914, called the Trading with the Enemy Pro- 
clamation, No. 2, was amended as therein more specifically 
set forth, and the said Proclamation of the 8th day of 
October, 1914, was to be read as one with the Trading with 
the Enemy Proclamation, No. 2 : 

And whereas in consequence of the provisions of the 
said Proclamation dated the 8th day of October, 1914, it is 
desirable to restate and modify the provisions contained in 
the before-recited licence dated the 23rd day of September, 
1914. 

Now, therefore, the Board of Trade, acting on behalf of 
His Majesty, and in pursuance of the power reserved in 
the said Proclamation and all other powers thereunto them 
enabling, do hereby revoke the said licence dated the 23rd 
day of September, 1914, and do hereby give and grant 
licence to all persons resident, carrying on business or being 
in the United Kingdom. 

To pay any fees necessary for obtaining the grant or 
for obtaining the renewal of patents or for obtaining the 
registration of Designs or Trade Marks or the renewal of 
such registration in an "enemy country" ; 

And also to pay on behalf of an " enemy " any fees pay- 
able in the United Kingdom on application for or renewal 
of the grant of a patent or on application for the registra- 
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tion of DesignB or Trade Marks or the renewal of such 
registration. 

Dated this 4th day of November, 1914. 

H. Llewell/yn Sndth, 
Secretary to the said Board. 

K. 

Fboclamation, dated January 7, 1915, extending the 
Tbadinq with the Enemy Peoclamation (No. 2) 
AND THE Fboclamation of Octobeb 8th, 1914, 

AMENDING THE SAME. 

A Proclamation relating to Trading with the Enemy. 

George B.I. 

Whereas by our Proclamation dated the 9th day of 
September, 1914, called the Trading with the Enemy 
Proclamation, No. 2, certain prohibitions as therein more 
specifically set forth, were imposed upon all persons therein 
referred to : 

And whereas by Our Proclamation dated the 8th day 
of October, 1914, the Trading with the Enemy Proclama- 
tion, No. 2, was amended as therein more specifically set 
forth : 

And whereas by Our Proclamation dated the 5th day of 
November, 1914, it was declared that the aforesaid Pro- 
clamations, amongst others, should apply to the state of 
war existing between Us and the Sultan of Turkey : 

And whereas it is desirable to extend the scope of the 
prohibitions contained in the aforesaid Proclamations in 
the manner hereinafter appearing : 

Now, therefore, We have thought fit, by and with the 
advice of Our Privy Council, to issue this Our Eoyal 
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Proclamation, declaring, and it is hereby declared, as 
follows : — 

1. Notwithstanding anything contained in paragraph 6 
of the Trading with the Enemy Proclamation, No. 2, 
transactions hereafter entered into by persons firms or 
companies resident carrying on business or being in the 
United Kingdom 

(a) in respect of banking business with a branch situated 

outside the United Kingdom of an enemy person 
firm or company, or 

(b) in respect of any description of business with a 

branch situated outside the United Kingdom of 
an enemy bank, 

shall be considered as transactions with an enemy : 

Provided that the acceptance payment or other dealing 
with any negotiable instrument which was drawn before 
the date of this Proclamation shall not, if otherwise lawful, 
be deemed to be a transaction hereafter entered into within 
the meaning of this paragraph. 

2. The power to grant licences on Our behalf vested by 
paragraph 8 of the Trading with the Enemy Proclamation, 
No. 2, in a Secretary of State, or the Board of Trade, may 
also be exercised by the Lords Commissioners of Our 
Treasury. 

3. If the Governor in Council of any British possession 
shall issue a Proclamation extending the provisions of this 
Proclamation to transactions by persons fcms or companies 
resident carrying on business or being in that possession 
such first mentioned Proclamation shall have effect as if it 
were part of this Proclamation. 

i. This Proclamation shall be read as one with the 
Trading with the Enemy Proclamation, No. 2, and with 
Our Proclamation dated the 8th day of October amending 
the same. 

God save the King. 
11 
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Tbbasubt Explanatoby Statement, appbaeinq in the 
Peesb, Thubsday, Febbuaet 4th, with ebgaed 
TO Banking Teansaotions with Beanches op 
Enemy Fiems, &o. 

As some misunderstanding has arisen with regard to the 
Proclamation of the 7 th January relating to Trading with 
the Enemy, it may be as well to explain that it was not in- 
tended, nor is it proposed, to interfere by this Proclamation 
with bona fide commercial transactions simply on the 
ground that they may involve some financial operation 
which technically comes within the meaning of the words 
" banking business," if that operation is merely incidental 
to the transaction, and does not affect the general character 
of the transaction, as a commercial (distinguished from a 
banking) transaction. 

Nor was it intended, nor is it proposed, to interfere by 
this Proclamation with transactions of British banks or 
their branches with firms which do not do banking business 
or which, in carrying out the special transaction, are acting 
in the ordinary way of commerce, and not in any way as 
bankers, so long as those transactions are permissible in- 
dependently of the Proclamation. 

Licences will also be granted in proper cases to British 
banking firms having branches in neutral countries, not 
being neutral countries in Europe, enabling them to con- 
tinue their banking business notwithstanding that the 
business, by bringing them into contact at some point or 
another with branches of enemy banks, may technically be 
within the prohibition of the Proclamation, 

Treasury Chambers, Whitehall, S.W., 
3rd February, 1915. 
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M. 

Thh Tbading with the Enemy (Occupied Tbebitoby) 
Proclamation, 1915. Dated Febbuabt 16, 1915. 

A Proclamation relating to Trading with the Enemy 
(Occupied Territory). 

George B. I, 

Whereas, as a result of the present war, certain territory 
forming part of the territory of an enemy country, is or 
may be in the effective military occupation of Us or Our 
Allies, or of a Neutral State (in this Proclamation referred 
to as " territory in friendly occupation "), and certain terri- 
tory forming part of Our territory or of that of an allied or 
neutral State, is or may be in the effective military occupa- 
tion of an enemy (in this Proclamation referred to as " ter- 
ritory in hostile occupation ") : 

And whereas it is expedient in Our interest and in that 
of Our Allies that the Proclamations relating to trading 
with the enemy should apply to territory in friendly occu- 
pation as they apply to Our territory or that of Our Allies, 
and should apply to territory in hostile occupation as they 
apply to an enemy country : 

Now, therefore. We have thought fit, by and with the 
advice of Our Privy Council, to issue this Our Eoyal Pro- 
clamation declaring, and it is hereby declared, as 
follows : — 

1. The Proclamations for the time being in force relating 
to trading with the enemy shall apply to territory in 
friendly occupation as they apply to Our territory or that 
of Our Allies, and to territory in hostile occupation as they 
apply to an enemy country. 

2. Any references to the outbreak of the war in any Pro- 
clamation so applied shall, as respects territory in friendly 
or hostile occupation, be construed as references to the 
time at which the territory so became in friendly or hostile 
occupation. 
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3. The certificate of any person authorised by a Secre- 
tary of State to give such certificates that any territory is 
in friendly or hostile occupation, within the meaning of 
this Proclamation, or as to the time at which any territory 
so became or ceased to be territory in friendly or hostile 
occupation, shall, for the purposes of this Proclamation, be 
final and conclusive. 

4. Nothing in this Proclamation shall be taken to prohibit 
anything which may be expressly permitted by Our Licence 
or by a licence given on Our behalf by a Secretary of State 
or the Board of Trade, or the Lords Commissioners of Our 
Treasury, whether such licences be specially granted to in- 
dividuals or be announced as applying to classes of persons, 
or to prohibit any special arrangements which may be 
made by any such licence or otherwise with Our authority 
for special treatment of any occupied territory or persons 
in any such occupied territory entitled to such special 
treatment. 

5. This Proclamation shall be called the Trading with 
the enemy (Occupied Territory) Proclamation, 1915. 

God save the King. 

N. 

Tebasuby Announcement APPEAEma in the Press, 
Saxuedat, Febkuaet 20th, op the formation of 
A War Trade Department to deal with applica- 
tions for Export and Import Licences and of 
transference to treasury of remainder of work 
OF THE Trading with the Enemy Committee. 

The Treasury announce that, in view of the complexity 
and volume of work involved in dealing with applications 
for export and import licences during the war, a Department 
under the Treasury (to be called the War Trade Depart- 
ment) has been formed to replace the Committee on Trade 
with the Enemy so far as this work is concerned. 
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At the request of the Prime Minister, the Bight Honour- 
able Lord Emmott, G.C.M.G., has consented to act as 
Director of this Department and Sir Nathaniel Highmore, 
E.G.B., will be the Secretary. 

The War Trade Department will deal with all applications 
for the grant of export and import licences, and will em- 
brace an Intelligence Division which will serve as a Clear- 
ing House for all war commercial information. 

The remainder of the work of the Trading with the Enemy 
Committee (relating to the movements of funds and other 
questions in which the Treasury is mainly concerned) will 
be transferred to the Treasury, and will be performed by 
Sir Arthur Thring, K.C.B., the Parliamentary Counsel, and 
his staff. 

Exporters and others concerned are informed that in 
future all applications for licences to eayport prohibited and 
restricted goods, and all communications in respect thereof 
which have hitherto been sent to the Cormmssioners of 
Customs and Excise, should be sent to the Secretary, War 
Trade Department, 4, Central Buildings, Westminster, 
London, S.W. 

The forms can be obtained on application, either person- 
ally or in writing at the address named, and arrangements 
are in progress for the issue of the forms of application at 
the Customs House, London, and at the offices of Customs 
and Excise in certain places in the country. Due notice 
will be given as soon as these arrangements have been 
completed. 

Treasury Chambers, Whitehall, S.W., 
19th February, 1915. 



APPENDIX II. 

TEEASUEY NOTES. 

A, 

CXmBENOY AND BANK, NOTES. 

Thb Corebncy and Bank Notes Act, 1914. 

An Act to authorise the issue of Currency Notes, and to 
make provision with respect to the Note Issue of 
Banks. 

[6th August 1914.] 

Be it enacted by the King's most Excellent Majesty, by 
and with the advice and consent of the Lords Spiritual and 
Temporal, and Commons, in this present Parliament 
assembled, and by the authority of the same, as follows : — 

1. — (1) The Treasury may, subject to the provisions of 
this Act, issue currency notes for one pound and for ten 
shillings, and those notes shall be current in the United 
Kingdom in the same manner and to the same extent and 
as fully as sovereigns and half-sovereigns are current and 
shall be legal tender in the United Kingdom for the pay- 
ment of any amount. 

(2) Currency notes under this Act shall be in such form 
and of such design and printed from such plate and on such 
paper and be authenticated in such manner as may be 
directed by the Treasury. 

(3) The holder of a currency note shall be entitled to 
obtain on demand, during office hours at the Bank of 
England, payment for the note at its face value in gold 

(166) 
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coin which is for the time being legal tender in the United 
Kingdom. 

(4) The Treasury may, subject to such conditions as to 
time, manner, and order of presentation as they think fit, 
call in any currency notes under this Act on paying for 
those notes at their face value in gold. 

(5) Currency notes under this Act shall be deemed to be 
bank notes within the meaning of the Forgery Act, 1913, 
and any other enactment relating to o£fences in respect of 
bank notes which is for the time being in force in any part 
of the British Islands, and to be valuable securities within 
the meaning of the Larceny Act, 1861, and any other law 
relating to stealing which is for the time being in force in 
any part of the British Islands, and to be current coin of 
the realm for the purpose of the Acts relating to truck and 
any other like enactment. 

(6) For the purpose of meeting immediate exigencies all 
postal orders issued either be/ore or after the passing of this 
Act shall temporarily be current and legal tender in the 
United Kingdmrt in the same manner and to the same extent 
and as fully as current coins, and shall be legal tender in 
the United Kingdom for the payment of any amount. 

The holder of any such postal order shall be entitled to 
obtain on demand, during office hours at the Bank of Eng- 
land, payment for the posted order at its face value in any 
coin which is for the time being legal terider in the United 
Kingdom for the amount of the note. 

Provisoes (b) and (c) to subsection (1) of section twenty- 
four of the Post Office Act, 1908, shall not apply to any 
such postal orders. 

This subsection shall have effect only until His Majesty 
by proclamation revokes the same, arid any proclamation 
revoking this subsection may provide for the calling in or 
exchange of any postal orders affected thereby. 

2. Currency notes may be issued to such persons and in 
such manner as the Treasury direct, but the amount of any 
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notes issued to any person shall, by virtue of this Act and 
without registration or further assurance, be a floating 
charge in priority to all other charges, whether under statute 
or otherwise, on the assets of that person. 

3. The governor and company of the Bank of England 
and any persons concerned in the management of any 
Scottish or Irish bank of issue may, so far as temporarily 
authorised by the Treasury and subject to any conditions 
attached to that authority, issue notes in excess of any limit 
fixed by law ; and those persons are hereby indemnified, 
freed, and discharged from any liability, penal or civil, in 
respect of any issue of notes beyond the amount fixed by 
law which has been made by them since the first day of 
August nineteen hundred and fourteen in pursuance of any 
authority of the Treasury or of any letter from the Chan- 
cellor of the Exchequer, and any proceedings taken to en- 
force any such liability shall be void. 

i. Any bank notes issued by a bank of issue in Scotland 
or Ireland shall be legal tender for a payment of any 
amount in Scotland or Ireland respectively, and any such 
bank of issue shall not be under any obligation to pay its 
notes on demand except at the head office of the bank, and 
may pay its notes, if thought fit, in currency notes issued 
under this Act : 

Provided that notes which are legal tender under this 
section shall not be legal tender for any payment by the 
head office of the bank by whom they are issued for the 
purpose of the payment of notes issued by that bank. 

This section shall have effect only until His Majesty by 
proclamation revokes the same, and any proclamation re- 
voking this section may provide for the calling in or ex- 
change of notes affected thereby. 

5. — (1) In this Act, the expression " bank of issue " 
means any bank having power for the time being to issue 
bank notes. 

(2) This Act may be cited as the Currency and Bank 
Notes Act, 1914. 
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(3) This Act shall apply to the Isle of Man as if it were 
part of the United Kingdom, but shall not apply to any 
other British possession. 



Abbangbments undee the Cubehnot and Bank Notes 
Act, 1914, fob plaoinq Otjeebnct Notes at the 
disposal of the Banes foe meetinq exceptionaii 
demands. 

The following are the arrangements made in accordance 
with the provisions of the Currency and Bank Notes Act, 
1914, for placing currency notes at the disposal of the Banks 
for meeting exceptional demands. 

(1) England and Wales. 

Currency notes are issued through the Bank of England 
to bankers as and when required up to a maximum limit 
not exceeding, in the case of any bank, 20 per cent, of its 
liabilities on deposit and current accounts. 

The amount of notes issued to each Bank is treated as 
an advance by the Treasury to that Bank bearing interest 
from day to dky at the current Bank rate, the security for 
the Treasury advance consisting of a floating charge on the 
assets of the Bank up to the amount of the notes issued. 
The Bank is permitted to repay the whole or any part of 
any advance at any time. Any amount repaid can be re- 
newed if and wh^n necessity arises, provid^ that the total 
amount outstanding at any one time does not exceed the 
authorised percentage of the Bank's liabilities. 

Any sums received by the Bank of England in repayment 
of advances are either applied forthwith to cancelling any 
currency notes which have been returned from circulation 
and are for the time being in the hands of the bank of 
England, or, in so far as any such sums may exceed the 
amount of currency notes returned from circulation in the 
hands of the Bank of England at the time of receipts, are 
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carried to a separate account in the books of the Bank of 
England and applied to the cancellation of notes as when 
they return from circulation. 

In order to give the Banks the advantage of the credit 
allowed under this arrangement even though actual currency 
may not be required, it is proposed by the amending BiU 
to take power to issue certificates in lieu of actual notes. 

The effect of the issue of these certificates will be that 
the Banks will be able to obtain credits with the Bank of 
England on the same terms as currency notes and the 
expense of printing and handling notes will be avoided 
except in so far as the notes may be required for actual 
drculation. 

(2) Scotland and Ireland. 

The arrangement in England and Wales applies generally 
to Scotland and Ireland, but in the case of Banks of Issue 
in Scotland and Ireland currency notes, instead of being 
issued to the public, are used as cover for the Banks' own 
notes. This arrangement has in practice the effect of en- 
abling the Scottish and Irish Banks of Issue to exceed the 
normal limits of issue of fiduciary notes so long as such 
excess issues are covered by currency notes. 

The new certificates will also be available for the purpose 
of cover for these issues. 

C. 

The Curbenot and Bank Notes (Amendment) Act, 
1914. 

An Act to amend the Currency and Bank Notes Act, 1914. 

[28th August 1914.] 

Be it enacted by the King's most Excellent Majesty, by 
and with the advice and consent of the Lords Spiritual and 
Temporal, and Commons, in this present Parliament as- 
sembled, and by the authority of the same as follows : — 
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1. The power of the Treasury to call in currency notes 
under subsection (4) of section one of the Currency and 
Bank Notes Act, 1914, shall be extended so as to include 
a power to call in currency notes, on exchanging the notes 
so called in, for other notes of the same face value issued 
under that Act. 

2. The Treasury may, if they think fit, instead of issuing 
any notes to any person, give to that person a certificate 
entitling him to the issue, on demand from the Treasury, 
of the notes mentioned in the certificate; and the notes 
covered by the certificate shall, for the purposes of section 
two of the Currency and Bank Notes Act, 1914, be deemed 
to be notes issued to that person. 

3. This Act may be cited as the Currency and Bank 
Notes (Amendment) Act, 1914. 



APPENDIX III. 

MEASURES FOE DEALING WITH BILLS OF 
EXCHANGE. 

A. 

in. MOBATOBIUM. 

Pboolamation, Dated August 2, 1914, Postponing 
the payment of obbtain bills op exchange. 

The Bills (Eb-aoceptanoe) Pboclamation. 

A Proclamation for Postponing the Payment of certain 
Bills of Exchange. 

George B.I. 

Whereas in view of the critical situation in Europe and 
the financial difficulties caused thereby it is expedient that 
the payment of certain bills of exchange should be post- 
poned as appears in this Proclamation. 

Now, therefore. We have thought fit, by and with the 
advice of Our Privy Council, to issue this Our Eoyal Procla- 
mation, and We do hereby proclaim, direct, and ordain as 
follows : — 

If on the presentation for payment of a bill of exchange, 
other than a cheque or bill on demand, which has been ac- 
cepted before the beginning of the fourth day of August 
nineteen hundred and fourteen the acceptor re-accepts the 
bill by a declaration on the face of the bill in the form set out 
hereunder, that bill shall, for all purposes, including the lia- 

(172) 
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bility of any drawer or indorser or any other party thereto, 
be deemed to be due and be payable on a date one 
calendar month after the date of its original maturity in- 
stead of on the date of its original matiirity and to be a 
bill for the original amount thereof increased by the amount 
of interest thereon calculated from the date of re-acceptance 
to the new date of payment at the Bank of England rate 
current on the date of the re-acceptance of the bill. 

Form of Be-acceptance. 

Be-accepted under Proclamation for £ {insert 

increased sum). 

Signature- 



Date 

God save the King. 

B. 

Discount op, and Advances to Aoobptoeb of, Bills 
of exchanqe. 

Notice published on August 13th, 1914. 

The Chancellor of the Exchequer has for several days 
past been in close and constant consultation with the 
Governor of the Bank of England, the bankers, the 
accepting houses and the principal traders for the purpose 
of providing the country with all the banking facilities it 
ne^s in the present emergency. We are now able to 
announce that the Chancellor of the Exchequer has com- 
pleted arrangements with the Bank of England for termin- 
ating the present deadlock in the money market and for 
enabling the trade and commerce of the country to resume 
its normal course. The greatest difficulty arose from the 
stoppage of remittances to London both from the provinces 
and from other countries not only in Europe but in all 
parts of the world. This caused a breakdown in the 
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foreign exchanges and deterred bankers from discounting 
bills in the normal way. To overcome this difificulty as 
well as that of providing traders in this country with all 
the banking facilities they need, the Government have now 
agreed to guarantee the Bank of England from any loss it 
may incur in discounting bills of exchange either home or 
foreign, bank or trade, accepted prior to August 4th, 1914. 
Accordingly we are authorised to make the following 
announcement : — 

"The Bank of England are prepared on the application 
of the holder of any approved bill of exchange accepted 
before the 4th day of August, 1914, to discount at any 
time before its due date at Bank rate without recourse to 
such holder, and upon its maturity the Bank of England 
will. in order to assist the resumption of normal business 
operations give the acceptor the opportunity until further 
notice of postponing payment, interest being payable in the 
meantime at 2 per cent, over bank rate varying. Arrange- 
ments will be made to carry this scheme into effect so as 
to preserve all existing obligations. 

" The Bank of England will be prepared for this purpose 
to approve such bills of exchange as are customarily dis- 
counted by them and also good trade bills and ac^ptances 
of such foreign and colonial firms and bank agencies as are 
established in Great Britain." 

Treasury Chambers, S.W., 
12th August, 1914. 



Statement appeasing in the Pbess, Satubday, 
Sbptembeb 5th, 1914. 

The breakdown of the foreign exchanges has caused, and 
is still causing, very great inconvenience to traders through- 
out the country, and strong representations have been 
made to the Chancellor of the Exchequer upon the subject. 
It has been pointed out to him that the dislocation of ex- 
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change is exercising an extremely prejudicial influence upon 
trade generally, and especially upon the foreign trade of 
the country, and that in the absence of the usual exchange 
facilities, goods can neither be imported nor exported in any 
appreciable quantity. To ascertain the causes and to find a 
remedy for the difficulties in obtaining international ex- 
change the Chancellor of the Exchequer consulted a large 
number of leading traders, members of accepting houses 
and bankers. After a series of conferences at the 
Treasury the Chancellor of the Exchequer now wishes 
to announce that an arrangement has been arrived at 
which is designed to remove the difficulties. 

Principal Features of the Scheme. 

The main features of the arrangement may be summarised 
as follows : — 

(1) The Bank of England will provide where required 
acceptors with the funds necessary to pay all approved pre- 
moratorium bills at maturity. This course will release the 
drawers and indorsers of such bills from their liabilities as 
parties to these bills, but their liability under any agree- 
ment with the acceptors for payment or cover will be re- 
tained. 

(2) The acceptors will be under obligation to collect from 
their clients all the funds due to them as soon as possible, 
and to apply those funds to repayment of the advances 
made by l^e Bank of England. Interest will be charged 
upon these advances at 2 per cent, above the ruling Bank 
rate. 

(3) The Bank of England undertakes not to claim re- 
payment of any amounts not recovered by the acceptors 
from their clients for a period of one year after the close of 
the war. Until the end of this period the Bank of England's 
claim will rank after claims in respect of post-moratorium 
transactions. 

(4) In order to facilitate fresh business and the movement 
of produce and merchandise from and to all parts of the 
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world the joint-stock banks have been arranged with the 
co-operation, if necessary, of the Bank of England and the 
Government to advance to clients the amounts necessary 
to pay their acceptances at maturity where the funds have 
not been provided in due time by the clients of the acceptors. 
The acceptor would have to satisfy the joint-stock banks or 
the Bank of England both as to the nature of the trans- 
action and as to the reason why the money is not forth- 
coming from the client. These advances would be on the 
same terms as regards interest as the pre-moratorium bill 
advances. 

The Government is now negotiating with a view to 
assisting the restoration of exchange between the United 
States of America and this country. 

D. 

Statement appeaeing in the Peess, Ebidat, 
OcTOBEE 2nd, 1914. 

Last night the Bank of England issued the following 
notice with regard to the manner in which the Bank will 
provide all necessary funds to pay, on behalf of acceptors, 
approved pre-moratorium bills at maturity : — 

(1) All applications to the Bank of England from ac- 
ceptors to provide funds necessary to pay approved pre- 
moratorium bills at maturity, in terms of the Government 
announcement of September 5, must be lodged in duplicate 
at the Bank of England not less that eight days before the 
advance is required. The name of the drawer, the amount, 
and the date of maturity of each bill must be stated in the 
application. If the Bank does not approve a bill notice 
will be given to the acceptor at least three days before the 
date of maturity. 

(2) Applications from persons and firms unknown to the 
Bank must be submitted through their own bankers with a 
satisfactory letter of introduction. 
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(3) The Bank of England, provided they agree to make 
the advance, vtUI pass to the credit of the applicant, as re- 
quired, the amount necessary to meet the acceptances, 
which the acceptor vdll arrange to have referred to the 
Bank of England at maturity. The bills will then be held 
by the Bank until the advance is repaid. Applicants who 
have not already an account with the Bank of England will 
be required to keep an account, for this purpose only, with 
the Bank of Enaland, through which the money advanced 
will be passed. 

(i) The acceptor can arrange, if he prefers, that his 
own bankers should provide the required amount and then 
refer the acceptances (if previously approved), uncancelled, 
on the day of matiudty, to the Bank of England, who VTill 
pay the bills to the acceptor's bankers. 
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APPENDIX IV. 

THE GENBEAL MOEATOEIUM. 

A. 

The Postponement of Payments Act, 1914. 

An Act to authorise His Majesty by Proclamation to 
suspend temporarily the payment of Bills of Exchange and 
payments in pursuance of other obligations. 

[3rd August 1914.] 

Be it enacted by the King's most excellent Majesty by and 
with the advice and consent of the Lords Spiritual and 
Temporal, and Commons, in this present Parliament as- 
sembled, and by the authority of the same, as follows : — 

1. — (1) His Majesty may by Proclamation authorise the 
postponement of the payment of any bill of exchange, or 
of any negotiable instrument, or any other payment in 
pursuance of any contract, to such extent, for such time, 
and subject to such conditions or other provisions as may 
be specified in the Proclamation. 

(2) No additional stamp duty shall be payable in respect 
of any instrument as a consequence of any postponement 
of payment in pursuance of a Proclamation under this Act 
unless the proclamation otherwise directs. 

(3) Any such proclamation may be varied, extended, or 
revoked by any subsequent proclamation, and separate 
proclamations may be made dealing with separate subjects. 

(178) 
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(4) The proclamation dated the third day of August, 
nineteeen hundred and fourteen, relating to the postpone- 
ment of payment of certain bills of exchange is hereby 
confirmed and shall be deemed to have been made under 
this Act. 

2. — (1) This Act may be cited as the Postponement of 
Payments Act, 1914. 

(2) This Act shall remain in force for a period of six 
months from the date of the passing thereof. 

B. 

PaooIiAmation, dated August 6, 1914, undeb the 
Postponement op Payments Act, 1914, extending 

THE PbOOLAMATION OP AuQUST 2, 1914. 

The Fibst General Pboolamation. 

A Proclamation for extending the Postponement of Pay- 
ments allowed to be made by the Proclamation of the 2nd 
August, 1914, to certain other payments. 

George B.I. 

Whereas under the Postponement of Payments Act, 
1914, His Majesty has power by Proclamation to authorise 
the postponement of the payment of any bill of exchange 
or of any negotiable instrument or of any other payment 
in pursuance of any contract to such extent for such time 
and subject to such conditions or other provisions as may 
be specified in the Proclamation : 

And whereas it is expedient that provision should be 
made for the purpose of such postponement of payment in 
addition to the provision already made by Our Proclama- 
tion, dated the second day of August, nineteen hundred 
and fourteen, relating to the postponement of payment of 
certain bills of exchange : 

Now, therefore. We have thought fit, by and with the 
advice of Oxir Privy Council, to issue this Our Eoyal 
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Proclamatioii, and We do hereby proclaim, direct, and 
ordain as follows : 

Save as hereinafter provided, all payments which have 
become due and payable before the date of this Proclama- 
tion or which will become due and payable on any day 
before the beginning of the fourth day of September, nine- 
teen hundred and fourteen, in respect of any bill of exchange 
(being a cheque or bill on demand) which was drawn be- 
fore tiie beginning of the fourth day of August, nineteen 
hundred and fourteen, or in respect of any negotiable 
instrument (not being a bill of exchange) dated before that 
time, or in respect of any contract made before that time, 
shall be deemed to be due and payable on a day one 
calendar month after the day on which the payment 
originally became due and payable, or on the fourth day 
of September, nineteen hundred and fourteen, whichever 
is the later date, instead of on the day on which the pay- 
ment originally became due ; but payments so postponed 
shall, if not otherwise carrying interest, and if specific de- 
mand is made for payment and payment is refused, carry 
interest until payment as from the fourth day of August, 
nineteen hundred and fourteen, if they become due and pay- 
able before that day, and as from the date on which they 
become due and payable if they become due and payable 
on or after that day, at the Bank of England rate current 
on the seventh day of August, nineteen hundred and four- 
teen ; but nothing in this Proclamation shall prevent pay- 
ments being made before the expiration of the month for 
which they are so postponed. 



This Proclamation shall not apply i 

(1) Any payment in respect of wages or salary. 

(2) Any payment in respect of a liability which when 

incurred did not exceed five pounds in amount. 

(3) Any payment in respect of rates or taxes. 

(4) Any payment in respect of maritime freight. 
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(5) Any payment in respect of any debt from any 

person resident outside the British Islands, or from 
any firm, company or institution whose principal 
place of business is outside the British Islands, not 
being a debt incurred in the British Islands by a 
person, firm, company, or institution, having a busi- 
ness establishment or branch business establish- 
ment in the British Islands. 

(6) Any payment in respect of any dividend or interest 

payable in respect of any stocks, funds, or securities 
(other than real or heritable securities) in which 
trustees are, under section one of the Trustee Act, 
1893, or any other Act for the 'time being in force, 
authorised to invest. 

(7) Any liability of a bank of issue in respect of bank 

notes issued by that bank. 

(8) Any payment to be made by or on behalf of His 

Majesty or any Government Department, including 
the payment of old age pensions. 

(9) Any payment to be made by any person or society 

in pursuance of the National Insurance Act, 1911, or 
any Act amending that Act (whether in the nature 
of contributions, benefits, or otherwise). 

(10) Any pajrment under the Workmen's Compensation 
Act, 1906, or any Act amending the same. 

(11) Any payment in respect of the withdrawal of a de- 
posit by a depositor in a trustee savings bank. 

Nothing in this Proclamation shall a£fect any bills of ex- 
change to which Our Proclamation dated the second day 
of August, nineteen hundred and fourteen, relating to the 
postponement of payment of certain bills of exchange 
applies. 

God save the King. 
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Pboclamation, dated August 12, 1914, under the 
Postponement op Patmbnts Act, 1914, extending 
THE Pboclamation of August 6, 1914. 

The Second General Peoclamation. 

A Proclamation for Postponement of Payments. 

George BJ. 

Whereas it is expedient to extend Our Proclamation, 
dated the sixth day of August, nineteen hundred and four- 
teen (relating to the postponement of payments), so as to 
cover bills of exchange under certain circumstances, and 
also payments in respect of any debt from any bank whose 
principal place of business is in any part of His Majesty's 
Dominions or any British Protectorate : 

Now, therefore. We have thought fit, by and with the 
advice of Our Privy Council, to issue this Our Eoyal Pro- 
clamation, and We do hereby proclaim, direct, and ordain 
as follows : 

Notwithstanding anything contained in the said Pro- 
clamation — dated the sixth day of August, nineteen hun- 
dred and fourteen (relating to the postponement of 
payments), that Proclamation shall apply, and shall be 
deemed always to have applied — 

(a) To any bill of exchange which has not been re-ao- 
cepted under Our Proclamation, dated the second 
day of August, nineteen hundred and fourteen, as 
it applies to a bill of exchange, being a cheque or 
bill on demand, unless on the presentation of the bill 
the acceptor has expressly refused re-acceptance 
thereof, but with the substitution, as respects rate 
of interest, of the date of the presentation of the bill 
for the seventh day of August, nineteen hundred 
and fourteen ; and 
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{b) also to payments in respect of any debt from any 
bank whose principal place of business is in any 
part of His Majesty's Dominions or any British 
Protectorate, although the debt was not incurred in 
the British Islands and the bank had not a business 
establishment or branch business establishment in 
the British Islands. 

God save the King. 

D. 

Proclamation, dated Sbptembbb 3, 19JL4, undbb the 
Postponement op Payments Act, 1914, varying 
THE Peoclamations OP AuGUST 2nd, 6th, and 
12th, and eevokinq Peoclamation of Septembek 
1st, 1914. 

The Thibd General Peoclamation. 

A Proclamation varying the Proclamations in respect of 
the Postponement of Payments, dated respectively the 
second day of August, the sixth day of August, and 
the twelfth day of August, and revoking the Proclama- 
tion, dated the first day of September, nineteen hun- 
dred and fourteen. 

George B.I. 

Whereas under the Postponement of Payments Act, 
1914, We have power, by Proclamation, to authorise the 
postponement of the payment of any bill of exchange, or 
of any negotiable instrument, or any other payment in pur- 
suance of any contract, to such extent, and for such time, 
and subject to such conditions or other provisions as may 
be speeded in the Proclamation : 

And whereas, in pursuance of that power. We have 
issued Proclamations in relation to the postponement of 
payments due before We were in a state of war or due in 
respect of contracts made before that time, dated the sixth 
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day of August, and the twelfth day of August, nineteen 
hundred and fourteen ; and on the second day of August, 
nineteen hundred and fourteen. We also issued a Proclama- 
tion which is confirmed by the said Postponement of Pay- 
ments Act, 1914, and is deemed to have been issued under 
that Act : 

And whereas, under the said Act, We have power to 
vary, extend or revoke any Proclamation under that Act by 
a subsequent Proclamation : 

And whereas it is desirable in the best interests of Our 
Bealm at the present juncture that all persons who can 
discharge their liabilities should do so without delay, but 
it is at the same time for certain purposes expedient that 
Our said Proclamations should be varied, and for that pur- 
pose We issued a Proclamation, dated the first day of 
September, nineteen hundred and fourteen : 

And whereas it is expedient to revoke the last-mentioned 
Proclamation and to substitute therefor such variations of 
Our other Proclamations as are hereinafter set forth : 

Now, therefore, We have thought fit, by and with the 
advice of Our Privy Council, to issue this Our Soyal Pro- 
clamation, and We do hereby proclaim, direct, and ordain 
as follows : — 

1. If on the presentation for payment of a bill of ex- 
change which has before the fourth day of September, 
nineteen hundred and fourteen, been re-accepted under the 
terms of Our said Proclamation, dated the second day of 
August, nineteeuthundred and fourteen, the bill is not paid, 
then, the said Proclamation shall, in its application to that 
bill, have effect as if the period of two calendar months had 
been in the Proclamation substituted for the period of one 
calendar month, and the sum mentioned in the form of 
re-acceptance under the said Proclamation shall be deemed 
to be increased by the amount of interest on the original 
amount of the bill for one calendar month calculated at the 
Bank of England rate current on the date when the bill is 
so presented for payment as aforesaid. 
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2. Our said Proclamation, dated the sixth day of August, 
nineteen hundred and fourteen, as extended by Our said 
Proclamation, dated the twelfth day of August, nineteen 
hundred and fourteen, shall apply to payments which be- 
come due and payable on or after the fourth day of Sep- 
tember and before the fourth day of October, nineteen 
hundred and fourteen (whether they become so due and 
payable by virtue of the said Proclamations or otherwise) 
in like manner as it applies to payments which became 
due and payable after the date of the said first-mentioned 
Proclamation and before the beginning of the fourth day of 
September, nineteen hundred and fourteen. 

3. Nothing in this Proclamation shall afifect the pay- 
ment of interest under the Proclamations extended thereby, 
or prevent payments being made before the expiration of 
the period for which they are postponed. 

4. Our said Proclamation, dated the first day of 
September, nineteen hundred and fourteen, is hereby re- 
voked. 

God save the King. 

E. 

Fboclahation, dated September 30, 1914, undeb the 
Postponement op Payments Act, 1914, varying 
THE Pboclamations OF AuGusT 2nd, 6th, and 
12th and Septembeb 3bd, 1914. 

A Proclamation varying the Proclamations in respect of 
the Postponement of Payments, dated respectively the 2nd 
August, 6th August, 12th August, and 3rd September, 1914. 

George B.I. 

Whereas under the Postponement of Payments Act, 1914, 
We have power by Proclamation to authorise the postpone- 
ment of the payment of any bill of exchange or of any 
negotiable instrument or any other payment in pursuance 
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of any contract to such extent and for such time and subject 
to such conditions or other provisions as may be specified 
in the Proclamation : 

And whereas in pursuance of that power We have issued 
Proclamations in relation to the postponement of payments 
due before We were in a state of war or due in respect of 
contracts made before that time, dated the sixth day of 
August, the twelfth day of August, and the third day of Sep- 
tember, nineteen hundred and fourteen (which are respec- 
tively referred to in this Proclamation as the first, second, 
and third General Proclamation), and on the second day 
of August, nineteen hundred and fourteen, We also issued 
a Proclamation which is confirmed by the said Postpone- 
ment of Payments Act, 1911, and is deemed to have been 
issued under that Act and is referred to in this Proclama- 
tion as the Bills (Be-acceptance) Proclamation : 

And whereas under the Postponement of Payments Act, 
1914, We have power to vary extend or revoke any Pro- 
clamation under that Act by a subsequent Proclamation : 

And whereas it is desirable in the best interests of Our 
Bealm at the present juncture that all persons who can 
discharge their liabilities should do so without delay, but it 
is at the same time expedient for the benefit of persons who 
cannot so discharge their liabilities that a further limited 
and final extension of the postponement of payments 
authorised by the said Proclamations should be made : 

Now, therefore. We have thought fit, by and with the 
advice of Our Privy Council, to issue this Our Eoyal Pro- 
clamation, and We do hereby proclaim direct and ordain 
as follows : — 

1. The first General Proclamation as extended by para- 
graph (b) of the second General Proclamation shall, subject 
to the limitations of this Proclamation, apply to payments 
which become due and payable on or after the fourth day 
of October and before the fourth day of November nineteen 
hundred and fourteen (whether they so become due and 
payable by virtue of the said Proclamations or the third 
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General Proclamation or otherwise) in like manner as it 
applies to payments which became due and payable after 
the date of the first General Proclamation and before the 
beginning of the fourth day of September nineteen hundred 
and fourteen. 

Provided that, if the payment is one the date whereof 
has been postponed by virtue of any of the said General 
Proclamations, and is one which carries interest either by 
virtue of the terms of the contract or instrument under 
which it is due and payable or by virtue of the said General 
Proclamations, then the person from whom the payment 
is due shall not be entitled to claim the benefit of this 
Article unless, within three days after the date to which 
the payment has been postponed by virtue of the said 
General Proclamations, all interest thereon up to that date 
is paid. 

This article shall not apply to — 

(a) Any payment in respect of rent ; 

(b) Any payment due and payable to or by a retail 

trader in respect of his business as such trader. 

2. The Bills (Be-acceptance) Proclamation shall continue 
to apply to bills of exchange (other than cheques and bills 
on demand) accepted before the beginning of the fourth 
day of August nineteen hundred and fourteen, the date of 
the original maturity whereof is after the third day of 
October. 

If on the presentation for payment of any such bill the 
bill is not paid and is not re-accepted under the said Pro- 
clamation, then, unless on such presentation the acceptor 
has expressly refused re-acceptance thereof, the bill shall 
for all purposes, including the liability of any drawer and 
indorser or any other party thereto, be deemed to be due 
and payable on a date one calendar month after the date of 
its original matiudty instead of on the date of its original 
maturity, and to be a bill for the original amount thereof 
increased by the amount of interest thereon,>calculated from 
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the date of the original maturity to the date of payment at 
the Bank of England rate current on the date of its original 
maturity, and paragraph (a) of the second General Procla- 
mation shall not apply to any such hill. 

3. If on the presentation for payment of a bill of ex- 
change, the date of maturity of which has before the f otulih 
day of October nineteen hundred and fourteen become 
postponed either by virtue of the Bills (Be-acceptance) 
Proclamation or paragraph (a) of the second General Pio- 
olamation (whether or not the date of maturity has been 
further postponed by virtue of the third General Proclama- 
tion), the bill is not paid, then the date of maturity shall 
be deemed to be further postponed for fourteen days from 
the date of such presentation for payment, and the original 
amount of the bill shall be deemed to be further increased 
by the amount of interest on the original amount of the bill 
for fourteen days, calculated at the Bank of England rate 
current on the date of such presentation for payment. 

4. Save as otherwise expressly provided, nothing in this 
Proclamation shall a£fect the application of the General 
Proclamations to payments to which those Proclamations 
apply, and nothing in this Proclamation shall prevent pay- 
ments to which this Proclamation applies being made 
before the expiration of the period for which they are post- 
poned thereunder. 

God save the King. 



APPENDIX V. 

CDUETS (BMEEGBNCY P0WEE8) ACT, 1914. 

An Act to give, in connexion with the present War, 
further powers to Courts in relation to the remedies 
for the recovery of money, and in relation to other 
similar matters. 

[31st August 1914.} 

Bx it enacted by the King's most Excellent Majesty, by 
and with the advice and consent of the Lords Spiritual 
and Temporal, and Commons, in this present Parliament 
assembled, and by the authority of the same, as follows : — 

1. — (1) From and after the passing of this Act no person 
shall— 

(a) proceed to execution on, or otherwise to the enforce- 
ment of, any judgment or order of any court (whether 
entered or made before or after the passing of this 
Act) for the payment or recovery of a sum of money 
to which this subsection applies, except after such 
application to such court and such notice as may 
be provided for by rules or directions under this 
Act; or 

{b) levy any distress, take, resume, or enter into posses- 
sion of any property, exercise any right of re-entry, 
foreclose, realise any security (except by way of 
sale by a mortgagee in possession), forfeit any de- 
posit, or enforce tibe lapse of any policy of insurance 
to which this subsection applies, for ^e purpose of 
(189) 
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enforcing the payment or recovery of any sum of 
money to which this subsection applies, or, in de- 
fault of the payment or recovery of any such sum of 
money, except after such application to such court 
and such notice as may be provided for by rules or 
directions under this Act. 

This subjection shall not apply to any sum of money 
(other than rent not being rent at or exceeding fifty pounds 
per annum) due and payable in pursuance of a contract 
made after the beginning of the fourth day of August nine- 
teen hundred and fourteen. 

This subjection applies to life or endowment policies for 
an amount not exceeding twenty-five pounds, or payments 
equivalent thereto, the premiums in respect of wUch are 
payable at not longer than monthly intervals, and have been 
paid for at least the two years preceding the fourth day of 
August nineteen hundred and fourteen. 

(2) If, on any such application, the court to which the 
application is made is of opinion that time should be given 
to the person liable to make the payment on the ground 
that he is unable immediately to make the payment by 
reason of circumstances attributable, directly or indirectly, 
to the present war, the court may, in its absolute discretion, 
after considering all the circumstances of the case and the 
position of all the parties, by order, stay execution or defer 
the operation of any such remedies as aforesaid, for such 
time and subject to such conditions as the court thinks fit. 

(3) Where a bankruptcy petition has been presented 
against any debtor, and the debtor proves to the satisfaction 
of the court having jurisdiction in bankruptcy that his in- 
ability to pay his debts is due to circumstances attributable, 
directly or indirectly, to the present war, the court may, 
in its absolute discretion, after considering all the circum- 
stances of the case and the position of all the parties, at any 
time stay the proceedings under the petition for such time 
and subject to such conditions as the court thinks fit. 
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(4) This Act shall apply to all proceedings for the re- 
covery of possession of tenements under the Small Tene- 
ments Recovery Act, 1838, as if they were in all cases pro- 
ceedings for the payment or recovery of a sum of money 
due and payable on account of rent. 

(5) The Lord Chancellor may make such rules and give 
such directions as he thinks fit for the purpose of giving 
full effect to this Act, and may, by those rules or directions, 
provide for any proceedings for the purposes of this Act 
being conducted, so far as desirable, in private and for the 
remission of any fees. 

(6) The powers given under this Act shall be in addition 
to, and not in derogation of, any other powers of any 
court. 

(7) Nothing in this Act shall affect any right or power 
of pawnbrokers to deal with pledges, or give any power 
to stay execution or defer the operation of any remedies 
of a creditor in the case of a sum of money payable by, or 
recoverable from, the subject of a Sovereign or State at 
war with His Majesty.. 

(8) Any stay of execution or of other proceedings, and 
any postponement of the operation of the remedies of a 
creditor, which has been granted or ordered by any court 
since the commencement of the present war and before 
the passing of this Act shall be as valid as if this Act had 
been in operation when the stay or postponement was 
granted or ordered. 

2. — (1) This Act maybe cited as the Courts (Emergency 
Powers) Act, 1914. 

(2) In the application of this Act to Scotland the Court 
of Session shall be substituted for the Lord Chancellor ; 
"Act of Sederunt " shall be substituted for "rules"; "a 
petition for sequestration " shall be substituted for " a 
bankruptcy petition " ; " diligence " shall be substituted 
for " execution " ; and " decree " shall be substituted for 
" judgment or order," and shall be deemed to include any 
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warrant authorising diligence; "creditor in a heritable 
security" shall be substituted for "mortgagee"; and 
"proceedings in removings and ejections in the case of 
subjects let at a rent not exceeding twenty-one pounds " 
shall be substituted for "proceedings for the recovery of 
possession of tenements under the Small Tenements 
Becovery Act, 1838." 

(3) In the application of this Act to Ireland the Lord 
Chancellor of Ireland shall be substituted for the Lord 
Chancellor. 

(4) His Majesty may, by Order in Council, at any time 
determine the operation of this Act, or provide that this 
Act shall have effect subject to such limitations as may be 
contained in the Order ; but, subject to the operation of 
any such Order in Council, this Act shall have effect during 
the continuance of the present war, and for a period of six 
months thereafter. 



APPENDIX VI. 

ADVANCES IN CONNECTION WITH THE 
LIVERPOOL COTTON EXCHANGE. 

BoAED OF Trade Announcement, dated Novembee 14, 
1914, AS TO Abeangements to Facilitate the 

EE-OPBNING OF THE LlVEEPOOL CoTTON EXCHANGE. 

With a view to enabling the Liverpool Cotton Exchange 
to be re-opened the Board of Trade, with the Authority of 
the Treastiry, have arranged a scheme, in consultation with 
the Directors of the Liverpool Cotton Association and with 
representatives of the Liverpool Banks, which provides for 
the guarantee by His Majesty's Government, the Liverpool 
Cotton Association and the Liverpool Banks, jointly, of ad- 
vances made to merchants by those banks. The details of 
the scheme are embodied in a Form of Agreement which pro- 
vides inter alia that persons desiring advances shall make 
to the Bank and to the Directors of the Liverpool Cotton 
Association, or a Committee appointed by that Association, 
such disclosure of their affairs and their books as may be re- 
quired by the Bank and the Directors of the Association. If 
the Bank and the Directors approve, advances may be made 
upon terms similar to those arranged in the scheme for relief 
to British traders in respect of debts abroad. Repayment of 
the advance, and of the interest thereon, is to be guaranteed 
as to 50 per cent, by His Majesty's Government, and as to 
25 per cent, by the Liverpool Cotton Association, leaving 
a risk of 25 per cent, to be assumed by the Bank. 

(193) 13 
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The Form of Agreement provides for the periodical in- 
vestigation of the borrower's affairs and for repayment in 
the event of the borrower becoming bankrupt or commit- 
ting any act of bankruptcy, or making any arrangement 
with his creditors. In the event of the Government, the 
Directors of the Association and the Bank at any date so 
deciding any advance then outstanding, together with 
interest thereon, shall be immediately repayable, and upon 
failure of the borrower to repay in whole or part, then any 
amount for which His Majesty's Government may be liable 
under the guarantee shall be paid to the Ba,nk by the 
Government on demand. 

The guarantee is to apply only to advances required by 
the borrower to meet market differences from 5d. per lb. 
downwards which he may have paid, or may still have to 
pay, in respect of Cotton Future Contracts. 

All advances under the scheme are to be repaid not later 
than one year after termination of the war. 

Board of Trade, 

14th November, 1914. 



APPENDIX VII. 

ADVANCES TO BEITISH EXPOET TRADEB8 IN 
RESPECT OF DEBTS ABROAD. 

(1) Announcement to the Pbess, dated 3bd Novembbb, 

1914. 

The Treasury announces that a Committee consisting of 
representatives of the Treasury, the Bank of England, the 
Joint Stock Banks, and the Association of Chambers of 
Commerce of the United Kingdom has been formed, to 
whom is delegated the authorisation of advances in approved 
cases to British traders carrying on an export business in 
respect of debts outstanding in foreign countries and the 
colonies, including unpaid foreign and colonial acceptances, 
which cannot be collected for the time being. 

The object in view is to assist traders by removing 
obstacles to the steady flow of business, which have arisen 
through the temporary interruption of the ordinary channels 
of collection. The assistance to be given is intended to pro- 
vide solvent traders with funds to continue their business 
and to pay their commercial debts to other traders or 
manufacturers. The banks have agreed that no part of the 
advances under this Scheme shall be applied to paying off 
or reducing loans or bank overdrafts or meeting unpaid 
foreign and colonial acceptances held by the trader's own 
bankers. 

The Committee will have absolute discretion to decide 
whether an advance is to be made in any particular case 
and, if they decide to make an advance, as to the amount ; 

(195) 
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such advance will not exceed 50 per cent, of the outstand- 
ings. Full particulars must be scheduled and lodged with 
the Committtee, supported by a statutory declaration of the 
trader and supplemented by a report from the manager of 
the bank with whom the trader keeps an account, or through 
whom the advance is to be obtained ; the banker may call 
upon the trader to submit to him audited accounts of his 
business and such other information as he deems desirable. 
The necessary forms will be issued by the banks through 
whom all applications for advances should be made. 

The Committee will be prepared at an early date to con- 
sider applications, and will authorise the bankers of the 
trader to provide facilities, which will take the form of a 
six months' bill drawn by the trader, accepted by the bank, 
and certified by the Committee as "guaranteed under the 
Scheme for the Belief to British Traders of the 3rd 
November, 1914." The bill will be domiciled for payment 
at the accepting bank or its London agents, and may be 
taken up at maturity by the drawer. It will be renewable 
in whole or in part for a like period from time to time until 
twelve months have elapsed after the close of the war or 
until the expiry of " The Courts (Emergency Powers) Act, 
1914," whichever shall happen first. Immediate recourse 
against a trader will arise if and when a receiving order in 
bankruptcy (or a corresponding order in Scotland) is made 
against him. 

The trader may discount the bill either with the accepting 
bank or in the market. The trader must pay in advance 
to the bank an accepting fee on each bill of 5s. per cent. 
The trader must further pay a commission at the rate of 1 
per cent, on the amount of each bill when originally drawn 
or renewed to meet expenses and provide an insurance fund. 

Every trader so assisted shall be under obligation to col- 
lect the scheduled debts as soon as possible and to hand 
over the proceeds as and when received to the bank, to- 
gether with any further sums which the trader may elect 
to pay, which will be applied in reduction of the advance. 
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The Government will ask Parliament to provide that the 
ultimate loss, if any, shall be borne to the extent of 75 per 
cent, by the Exchequer, and to the extent of 25 per cent, 
by the accepting bank, and to make the charge upon the 
outstanding debts valid and effective as against all persons 
without registration or other formal notification. 

The names of the Committee will be announced this 
week. 

Treasury Chambers, 
November 3, 1914. 



APPENDIX VIII. 

WAB LOAN PEOSPEOTUSBS. 
A. 

WAB LOAN, 1925-1928. 

Issue of .£350,000,000 (of which ^100,000,000 has 
already been placed in the terms of this Prospectus) in 
Stock or Bonds, bearing Interest at 3^ per cent, per annum, 
payable half-yearly on 1st March and 1st September. 

Price of Issue fixed by H. M. Treasury at .£95 per cent. 

Dividends representing Interest accrued after the 7th 
December, 1914, on the various Instalments as they sever- 
ally fall due vyill be paid as follows : — 

On the 1st March, 1916 4s. 6d. per cent. 

On the Ist September, 1915 £1 10s. lid. per cent. 

The Stock is an investment authorized by " The Trustee 
Act, 1893," and Trustees may invest therein notwithstand- 
ing that the price may at the time of investment exceed 
the redemption value of .£100 per cent. 

Applications, which must be accompanied by a deposit 
of £2 per cent., will be received at the Bank of England, 
Threadneedle Street, London, E.C., and may be forwarded 
either direct or through the medium of any Banker or 
Stockbroker in the United Kingdom. Applications must 
be for even hundreds of pounds. 

(198) 
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Further payments will be required as follows : — 

^3 per cent, on Monday, the 7th December, 1914. 
JIO per cent, on Monday, the 21st December, 1914. 
£10 per cent, on Thursday, the 7th January, 1916. 
.£10 per cent, on Thursday, the 21st January, 1915. 
£10 per cent, on Thursday, the 4th February, 1915. 
£10 per cent, on Monday, the 22nd February, 1916. 
£10 per cent, on Thursday, the 11th March, 1915. 
£10 per cent, on Thursday, the 25th March, 1915. 
£10 per cent, on Monday, the 12th April, 1916. 
£10 per cent, on Monday, the 26th April, 1916. 

The Governor and Company of the Bank of England 
are authorized to receive applications for this Loan, which 
will take the form either of Inscribed Stock, or Bonds to 
Bearer, at the option of the Subscribers. 

B. 

£4 10s. PEE CENT. WAR LOAN, 1925-1945. 

Issue of Stock or Bonds, bearing Interest at 4^ per cent. 
per annum, payable half-yearly on the 1st June and the 
1st December. 

Price of Issue fixed by H. M. Treasury at £100 per cent. 

A full half-year's Dividend will be paid on the 1st 
December, 1915. 

The stock is an investment authorized by " The Trustee 
Act, 1893," and Trustees may invest therein notvnthstand- 
ing that the price may at the time of investment exceed the 
redemption value of £100 per cent. 

Applications, which must be accompanied by a deposit 
of £5 per cent., will be received at the Bank of England, 
Threadneedle Street, London, E.C., and may be forwarded 
either direct, or through the medium of any Banker or 
Stockbroker in the United Kingdom. Applications must 
be for even hundreds of pounds. 
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Arrangements are being made for the receipt of applica- 
tions for smaller amounts than ^100 through the Post 
Office. 

Further payments will be required as follows : — 

.£10 per cent, on Tuesday, the 20th July, 
£15 per cent, on Tuesday, the 3rd August, 
.£15 per cent, on Tuesday, the 17th August, 
.£15 per cent, on Tuesday, the 31st August, 
^eiO per cent, on Tuesday, the llth September, 
.£10 per cent, on Tuesday, the 28th September, 
.£10 per cent, on Tuesday, the 12th October, 
£10 per cent, on Tuesday, the 26th October. 

The Governor and Company of the Bank of England are 
authorized to receive applications for this Loan, which will 
take the form either of Inscribed Stock, or Bonds to Bearer, 
at the option of the Subscribers. 

If not previously redeemed the Loan will be repaid at 
par on the 1st December, 1945, but His Majesty's Govern- 
ment reserve to themselves the right to redeem the Loan 
at par at any time on, or after, the 1st December, 1925, 
on giving three calendar months' notice in the London 
Gazette. Both Capital and Interest will be a charge on 
the Consolidated Fund of the United Kingdom. 

The books of the Loan will be kept at the Bank of 
England and at the Bank of Ireland. Dividends will be 
paid half-yearly on the 1st June and 1st December. 
Dividends on Stock will be paid by Warrant which will 
be sent by post. Dividends on Bonds will be paid by 
Coupon. 

Inscribed Stock will be convertible into Bonds to Bearer 
at any time without payment of any fee ; and Bonds to 
Bearer will be exchangeable for Inscribed Stock on pay- 
ment of a fee of one shilling per Bond. 

The instalments may be paid in full on or after the 20 
July, 1915, under discount at the rate of i^ per cent, per 
annum. In case of default in the payment of any instal- 
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ment by its proper date, the deposit and the instalments 
previously paid will be liable to forfeiture. 

Borip Certificates to Bearer, with Coupon attached for 
the dividend payable on the Ist December, 1915, will be 
issued in exchange for the provisional receipts. As soon 
as these Scrip Certificates have been paid in full they can 
be inscribed (i.e. can be converted into Stock) ; or, they 
can be exchanged for Bonds to Bearer (as soon as these 
can be prepared) in denominations of XlOO, X200, i£600, 
Xl.OOO, i;5,000 and ^10,000. Inscribed Stock will be 
transferable in any sums which are multiples of a penny. 

Conversion of 

£3 10s. per cent. War Loan, 1925-1928. 
£2 10s. per cent. Consols. 
£2 15s. per cent. Annuities. 
£2 10s. per cent. Annuities. 

Holders of £4: 10s. per cent. War Loan, 1925-1945, will 
have the additional right, in respect of each .£100 Stock 
(or Bonds) held by them, and fully-paid in cash, to exercise 
one or other of the four following options of conversion, 
provided application for conversion is made not later than 
the 30th October, 1915. 

Option 1. Convebsion of £3 10s. per Cent. Wab Loan, 
1925-1928. 

To exchange Stock (or Bonds) of ,£3 10s. per cent. War 
Loan, 1925-1928, to an amount not exceeding ^100 
nominal, for fully-paid Stock (or Bonds) of £i 10s. per 
cent. War Loan, 1925-1945, at the rate of illOO of the 
former, with a cash payment of .£5 per cent, thereon, for 
.£100 of the latter. 

Persons who exercise this option will receive the dividend 
of £1 lOs. lid. per cent, payable on the 1st September, 
1915, in respect of the .£3 lOs. per cent. War Loan, 
1925-1928, surrendered, and a full half-year's dividend of 
£2 5s. per cent., payable on the 1st December, 1915, in 



202 THE CITY— JULY, 1914-15 

respect of the £4 10s. per cent. "War Loan, 1925-1945, 
issued in lieu thereof. 

Option 2. Convebsion of £2 10s. peb Cent. Consols. 

To exchange Stock (or Stock Certificates) of £2 10s. per 
cent. Consols, to an amount not exceeding £75 nominal, 
for fully-paid Stock (or Bonds) of £4: 10s. per cent. War 
Loan, 1925-1945, at the rate of .£75 of the former for £50 
of the latter. 

Persons who exercise this option will receive the usual 
quarter's dividend of 12s. 6d. per cent., payable on the 5th 
October, 1915, in respect of the £2 10s. per cent. Consols 
surrendered, and a full half-year's dividend of £2 5s. per 
cent., payable on the Ist December, 1915, in respect of 
the .£4 lOs. per cent. War Loan, 1925-1945, issued in lieu 
thereof. 

Option 3. Conversion op £2 15s. pee Cent. Annuities. 

To exchange Stock (or Stock Certificates) of £2 15s. per 
cent. Annuities, to an amount not exceeding £67 nominal, 
for fully-paid Stock (or Bonds) of £4 10s. per cent. War 
Loan, 1925-1945, at the rate of £67 of the former for £50 
of the latter. 

Persons who exercise this option will receive the usual 
quarter's dividend of 13s. 9d. per cent., payable on the 5th 
October, 1915, in respect of the £2 15s. per cent. Annuities 
surrendered, and a full half-year's dividend of £2 5s. per 
cent., payable on the 1st December, 1915, in respect of the 
£4 10s. per cent. War Loan, 1925-1945, issued in lieu 
thereof. 

Option 4. Conversion of £2 10s. pee Cent. Annuities. 

To exchange Stock (or Stock Certificates) of £2 10s. per 
cent. Annuities, to an amount not exceeding £78 nominal, 
for fully-paid Stock (or Bonds) of £4 10s. per cent. War 
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Loan, 1925-1945, at the rate of ^£78 of the former for ^50 
of the latter. 

Persons who exercise this option will receive the nsual 
quarter's dividend of 12s. 6d. per cent., payable on the 5th 
October, 1915, in respect of the £2 10s. per cent. Annuities 
surrendered, and a full half-year's dividend of £1 ds. per 
cent., payable on the 1st December, 1915, in respect of the 
£A 10s. per cent. War Loan, 1925-1945, issued in lieu 
thereof. 

In the event of future issues (other than issues made 
abroad or issues of Exchequer Bonds, Treasury Bills, or 
similar short-dated Securities) being made by His Majesty's 
Government, for the purpose of carrying on the War, Stock 
and Bonds of this issue will be accepted at par, plus ac- 
crued interest, as the equivalent of cash for the purpose of 
subscriptions to such issues. 

A commission of one-eighth per cent, will be allowed to 
Bankers, Brokers and Financial Houses on allotments 
made in respect of cash applications for this issue bearing 
their stamp ; but no commission will be allowed in respect 
of applications for conversion. 

Application Forms for Cash Subscriptions may be ob- 
tained at the Bank of England and the Bank of Ireland ; 
at any Bank or Money Order Of&ce in the United King- 
dom; of Messrs. Mullens, Marshall & Co., 13 George 
Street, Mansion House, B.C. ; and of the principal Stock- 
brokers. 

Application Forms for Conversion will be forwarded vnth 
each Letter of Allotment. 

The List of Applications wUl be closed on or before 
Saturday, the 10th July, 1915. 

Bank of England, 
London, 

2l8t June, 1915. 
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